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(InkthousandsNexceptfpeidshaieldata)
2006 2005
eff
Sales - S&5RS 5 2,206,965
Earnings before interest and income taxes o @@7 210,081
Income from continuing operations, net of tax Wﬁ_ﬁ ; 133,721
Net Income 8 SEH s 106,365
Weighted average shares outstanding {(diluted) - LC 31,078
Earnings per share {(diluted): S
Income from continuing operations 8 N Qxﬁ@ N $ 4.30
Net Income T8 [6%9 3] $ 3.42
Dividends per share 8 1408 $ 0.96
ISheets
Assets
Current assets . E 8721 $ 664,270
Property, plant and equipment, net 625 07 - 431,996
Other assets ,: @o&?@ i 470,089
Total | SBTIR §1,566,355
Liabilities and Shareholders’ Equity S
Current liabilities ) 46,68 B $ 375,809
Long-term liabilities B _ o 460,307
Shareholders’ equity 947809 730,239
Total - SSTTHT 51,566,355 |
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Dear Shareholders:

Carlisle ended 2006 a more focused company and better positioned for growth. Finally, our major restructuring and divestures are
complete. As part of our strategic initiatives, we completed the divestiture of our non-core businesses resulting in $100 million of cash 10
redeploy to our core operations. During 2006 our portfolio of companies, which have established leadership positions in their respective
markets, continued 10 grow their market share through product development innovations, enhanced operational efficiencies and setting
market-leading standards for custemer service, Our success for the year is evidenced in our results: 5ales from continuing operations
were $2.6 bitlion which produced earnings per share from continuing operations of $5.69, representing increases of 17% and 32%,
respectively, over 2005. EBIT margin {earnings before interest and taxes as 3 percent of sales} from continuing operations was 10.7% in
2006, up from 9.5% in 2005. And, | am pleased to report that we were again able to provide our shareholders with a dividend increase
for the 30th consecutive year.

Carlisle continues to transform itself into a global manufacturer with increased international resources and enhanced production
capabilities; yet we remain focused on growing our markets and meeting the product needs of our customers in North America. In recent
years we ramped up our Asian manufacturing capacity, particularly for our tire and wheel, industrial transmission belt and braking
products. Our goal is for the value of products manufactured overseas to double every three years. While we will continue 10 build our
manutacturing capability globally, we anticipate that international sales will develop after we've gained additional leadership and market
share in our North American markets.

A key focus for us is ensuring that all of our pusinesses will perform well in any economic environment. We're not going to use external
factors such as the cost of raw materials, GDP {Gross Domestit product) indicators, business cycles and competitive maneuvering as ex-
cuses for underperformance. We can only control what we do, and to that end we are making our manufacturing capabilities more flexible
and respansive to change. We're continually redefining what the lowest cost structure means and driving out cost from our products, We
are constantly improving the level of our operational excellence and customer service. We plan to lead our markets, not follow them.

Our decentralized operaling structure, which encourages decision-making at the locat company level close t0 the customer, is a key
component of Carlisle's success. We believe this is the best structure by which true “ownership” can be achieved across the entire company.
Qur management team is held accountable for goals unique t0 their business units but with a focus on the long-term. In recent years we
have changed our compensation structure, aligning our senior management’s goals with those of our shareholders. My job is to se€ that
our management team has the resources to meet of exceed their goals, We leverage our corporate size when it's beneficial to do s, and we
decentralize controt for the benefit of our companies’ growth. It's a formula that has worked well for Carlisle and will not change. Through
the pages of this repart you will see some of the long-term employees who have helped to build Carlisle.

Our largest operating group is Construction Materials led by John Altmeyer, an 18-year Carlisle veteran. Our growth in sales for the
year was 28% driven by new production and distribution capabilities we have put in place over the last several years including significant
investment in our insulation business and an expansion of our geographic footprint. Qur focus is on the total roofing solution while a
key strategy i5 to expand into underserved geographical markets. The Construction Materials team is continuing to execute this strategy
to serve the varying needs of our customers. We continue 10 invest in our Construction Materials businesses because we feel we still have
significant growth potential.

Our Industrial Companents operating group includes our specialty tire and wheel business, and our industrial transmission belt busi-
ness. Barry Littrell, an 11-year Carlisle veteran, serves as group president. While we've been faced with challenging raw material cost
increases, the strong position we hold in many of our markets is evidence of the strength of our business model. The consumer lawn and
garden market, which includes equipment that homeowners might purchase at a mass market retailer, has experienced a drop in demand
for the past few years; however, We have the leading share of the market for commercial kawn and garden which is experiencing meaning-
ful growth. We are confident there are significant opportunities in this business and we expect 1o 5e€ much improvement in 2007.

Mike Popielec, group president af Diversified Components, joined Carlisle in 2005 and brought 18 years of significant manufactur-
ing experience 1o Carliste. These businesses, comprising the Diversified Components group, serve smaller specialty markels where we
have strong competitive positions and each has excellent growth opportunity. Mike has just completed his first full year with Carlisle
and is making certain that these businesses receive the resources they need to create competitive advantage and grow in their markets.
Wwe're making capital investments in enhanced production capabilities in these businesses, and the outlook going forward remains very
healthy. Each of these businesses has great upside potential as we execute strategies that are transfarming same of them into significant
growth platforms.
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Standing (I-r): Steven Ford, Vice President, Secretary and General Counsel; Barry Littrell, Group President, Industriol Components, Richmond McKinnish, President and CEQ;
Mike Popielec, Group President, Diversified Components; Scott Selbach, Vice President, Corporate Development, Kevin Forster, President, Carlisle Asia Pacific
Seated (i-r): John Altmeyer, Group President, Construction Materials, Carol Lowe, Vice President and Chief Financial Officer

During 2006 we acquired the assets of the Meiyan Tire Group in Guangdong, China. This strategic addition to Carlisle Tire & Wheel
will enable us to internalize production and add capability for manufacturing larger tires for the agricultural and construction markets.
We also expanded production of Tensolite's cable assembly capabilities through the acquisition of a manufacturing facility in Dongguan
City, China, which enhances our low cost positioning globally. We have a number of acquisition prospects in our pipeline; companies that
would quickly add value to Carlisle in businesses where we already have leadership positicns.

We have a solid, sustainable and responsible business plan that will serve us well going forward. We also believe that every business in
our portfolio is a double digit EBIT business or, quite frankly, it wouldn't be in our portfolio. We're more focused than we've been in several
years and very focused on the competitive position of each business. Every opportunity we consider for every business — whether it’s a
new product, a manufacturing enhancement, an acquisition epportunity, or a capital investment — is determined by how this decision will
help us to develop competitive advantage. We remain relentless in the pursuit of productivity gains and customer service excellence. We
operate in an environment of perpetual discontent where each year drives us to do better than the year before. From one Carlisle company
to the next, we're growing and positioning ourselves with the goal of creating value that builds advantage; value for our customers that
equates to value for our shareholders.

There is room for us to run. A more active acquisition effort, coupled with the strongest balance sheet we've had in several years, has
created a lot of optimism across our management team. We will continue to improve each business to ensure we're agile enough to grow
regardless of external factors. We've got a committed team of peaple focused on making it all happen. We're up to the challenges that,

no doubt, await us in 2007,
A e

Richmond D. McKinnish
President and Chief Executive Qfficer
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Construction Meterials

Carlisle Coatings and Waterproofing ° Hunter Panels < EcoStar

Carlisle SynTec Versico °

John Altmeyer, President

Carlisle’s Construction Materials group consists of five divisions that manufacture commercial roofing products: Carliste SynTec and
Versico are our commerciat reofing manutacturers; Carlisle Coatings and Waterproofing produces coatings, sealants and waterproof-
ing, Hunter panels manufactures polyiso roof insulation panets; and EcoStar produces steep-stope synthetic slate and shake roofing
tiles. Revenue for the Carlisle Construction Materials group increased 28% to 51.1 billion in 2006 over the prior year. A strong construc-
tion market enabled us to capitalize on the growth of our relatively new insulation pusiness and to enhance our production capabilities
at our Thermoplastic Potyolefin (TPO) roofing ptants. All of the group’s divisions enjoyed top and bottom line growth as our strang brand
identities, innovative product development and unparalleled sarvice, made it possible 1o grow faster than the markets of our respective
business segments.
With the company's fifth and sixth polyiso insulation plants opening in 2006 in Tooete, UT and Smithfield, PA, customers increasingly
elected to purchase all their roof components, including insulation, from one source, boosting our revenues per square foot of roofing
membrane sold. A second TPO membrane plant, which opened in Toole, UT in late 2005, contributed to rapid growth in the western
U.6. and Canada where demand for the reflective, energy-saving attributes of Carlisle’s Sure-Weld® roofing systems continued to boom.
Due to anticipated growing demand for TPO in the western marketplace, we announced in September the addition of a second TPO line
in Tooele, UT, the company’s fourth overall. This new line, slated to open in early 2008, will provide the full range of TPO roofing mem-

branes, allowing the company 10 build on its leadership position in the PO roofing segment, the fastest growing in the U.S. commercial

roofing industry.

The basic technotogy of our EPDM (synthetic rubber) roofing systems has remained unchanged for over 40 years but our innovative

d reinvigorates our EPDM roofing systems, helping o grow ouf business as they meet the
gment continues to be the largest in the U.5. commercial roofing market with
ory-Applied Tape'™ sysiem grew by 70% as
ticipated to again be robust in

development team continually reinvents an

changing needs of our customers. The EPDM roofing se
tion as industry teader. Sales of our innovative Fact

Carlisle continuing to maintain its posi
ving and quality-enhancing benefits. With new construction an

roofing contractors realized its laborsa

2007, EPDM should continue to be the mainstay of our roofing sales.
Versico enjoyed especially strong growth in 2006 by expanding and upgrading our sales channel and by focusing efforts on our key

constituents: mid-sized roofing contractors and independent roofing distributors. A move from Ohio to Carliste Construction Materials’
helped solidify the company’s status in the eyes of ous sales channel and customer base, allowing

headguarters in Carlisle, PA in 2005
titars in 2006. This division is well positioned to gain share with a continuation of our targeted

Versico to separate itself from compe

growth strategy.
With the sixth polyiso manufacturing facility now in operation for Carlisle Construction Materials, the Hunter brand of polyiso is po-

his will benefit both the company’s strong base of independent and national distributors

sitioned to take its place asa nationat supplier. T
or thermal performance in protecting

and Hunter's strategic private label customers who also require 3 national presence. Polyiso’s su peri
a building’s roof, walls and foundation offers a compelting springboard for growth in today's energy-Conscious environment.
fing (CCW) turned in a strong organic sales increase, which outpaced even the growth rate of
the domestic commercial construction market. With the addition of a new manufacturing operation in Cartisle, PA due in mid-2007, «w
is poised to further penetrate the commercial and residential waterproofing markets. The Hardcast division of CCW, which supplies duct
sealants and hardware 10 the HVAC industry, continues to detiver strong sales growth. With the support of recent code changes and a
t further growth; especially with respect to Hardcast's rolled-mastic duct sealants, which
allow for an existing structure’s duct system 10 be resealed and immediately be brought back into use, reducing cost.

EcoStar’s injection-molded slate and shake roofing tiles are manufactured from recycled rubber and plastic and are available in
a wide variety of color blends for both residential and commercial use. These attractive tiles offer a competitively priced alterna-
tive to natural slate and cedar shake products. EcoStar's strong growth in 2006 can be attributed to stronger cales in the high-end
residential market along with improved participation in segment-speciﬁc markets including historic buildings, retigious facilities and

\n 2006 Carlisle Coatings & Waterproo

continued focus on energy efficiency, we expec

educational projects.

Every division of Carliste’s Co
of the country where we have exp
energized and focused on the future, We see mead
puilt the manufacturing capabilities that will carry us forward.

nstruction Materials group grew in 2006 with higher growth rates coming from the western portion
t focusing on our past SUCCess. Qur people are

anded our geographica'l footprint. However, we are ne
ningful growth opportunities ahead and have developed a high performance 1eam and

EIGHT
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ndustrial Components

GartisleRieleyviiieclit Catlis e]poweiransmission

Barry Littrell, President

Carlisle's Industrial Components group is made up of Carlisle Tire & Wheel, a manufacturer of specialty tires and wheels, and Carlisle

power Transmission, a manufacturer of industrial belting products.

Carliste Tire & Wheel (CTW) manufactures the most comprehensive line of specialty tires and wheels available in the marketplace.
Our guality, performance, aesthetics and value have propelled CTW into market leadership posilions in various markets including con-
sumer and commercial outdoor power equipment, ATV, utility vehicle, golf ar, high-speed traiter, styled automotive wheels, construc
tion, agricultural, industrial and related aftermarket channels. Cutrent product offerings include medium to small bias pneumatic tires,

steel-belted radial tires, and plastic and steel wheels. Sales continued their year-over-year climb in 2006 with strong volume

in the commercial lawn and garden and ATV segments. We also experienced new product growth in the agricuttural and construction

segments.

in 2006 CTW positioned itseli to meaningfully add to its manufacturing capabilities by acquiring the assets of the Meiyan Tire Group
in Meizhou, Guangdong, China. With this acquisition CTW will own two operations in China where we have been manufacturing for over
12 years. This acquisition will enable us to internalize production of our current lines of bias and steel-belted radial trailer tires while
providing enhanced manufacturing capahilities for larger tires for the agricultural and construction markets - two key growth platforms

for the Industrial Components group.

Ta recognize the efforts of our valued local distributors, and to assist them with sales growth, CTW introduced the Carlisle Certified
Dealer Program in 2006. By year's end, this program continued to build momentum with nearly 2,500 dealers signing on in the u.s.
The program is expanding into Canada, Mexico, South America, Europe and Australia with 2 projected total of 5,000 certified dealers
worldwide. In addition to this program, there are in excess of 3,000 mass merchant locations selling Carlisle tires in the U.S. alone.
Carlisle’s decentralized operating structure has altowed CTW to make critical decisions in its markets and to react quickly to oppor-
tunities that create sustained competitive advantage. This corporate strategy enables us to identify customer requirements and rapidly
develop innovative products to meet those needs. In the ATV market, CTW remains on the leading edge of the industry with perform
driven products under the ITP brand that include applicalion-speciﬁc tread patterns. Qur new China facility will include capabilities for
the development of high-speed trailer bias tires and an expanded line of radial trailer tires that will ensure a stable supply of product

while developing new business in 2007

We are excited about the growth opportunities at Carlisle Tire & Wheel. Qur customers continue to equate our well-known brands
such as ITP® Crager,® and, of course, Carliste.® with quality, performance and value. Qur relentless pursuit of continuous cost reduction,
including worldwide raw material sourcing synergies and low cost manufacturing capabilities, ensure our competitiveness. Qur innova-
tive new product development, combined with world-class customer service and an extensive distribution network, will allow CTW to

uniquely meet the needs of its customers in 2007 and beyond.

Carlisle Power Transmission {CPT) is a high-performance belt technology leader with strong brand recognition that manuf
industrial belts and related components for the industrial, lawn and garden, ATV, snowmobile, agricuttural, construction, mining, rec
reation, HVAC, home appliance and other markets. Our products are sought out by many end-users in multiple markets. CPT has two
manufacturing facilities in the U.S. and one in Shenzhen, China. in 2006, sales increased stightly over 2005 while margins improved
substantially. The improved operating profitability is a result of price increases 10 offset raw material cost increases, coupled with the

benefits of cost reductions realized from previous restructurings.

in 2007, CPT will lower its manufacturing cost even further as we continue the trend of increased production from our China facility.
We expect about 40% of our units to be produced in China in 2007. We will use this increased volume as a springboard 10 sell directly inte
the large and diverse China market. CPT is also reaping the cost reduction and increased productivity benefits of factory cellularization
and lean initiatives in our 1J.S. operations. Significant cost reductions have been, and will continue to be, realized through the integration

of material supply chains shared with Carlisle Tire & Wheel.

Despite the challenge of increased raw material prices in 2006, CPT was able to offset those effects and is poised to make an even
greater contribution to Carliste’s profitability in 2007. We will maintain our competitive advantage through our experienced and techni-
cally knowledgeable sales force. Qur value proposition includes a comprehensive line of belts strengthened by our world-class testing
capabilities, research and development, and application gngineering support. By providing innovative products of unrivaled guality.
coupled with superior customer service, we will enhance our reputation as a world-class engineered power transmission equipment pro-

vider and ensure that Carliste is the belt supplier of choice.

TEN
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Yversified Components

Carlisle FoodService and Carlisle Sanitary Maintenance Products + Carlisle Motion Control Industries:
Carlisle Industrial Brake & Friction, Heavy Friction/Altec Trail King Industries ° Tensolite *+ Johnson Truck Bodies

Mike Popielec, Group President

The Diversified Components Group is a portfotio of Carlisle’s smaller companies that have been grouped together 1o provide greater tike Popiele
management visibility and depth, with the goat of achieving faster expansion in each of the unique market niches they serve. 2006 Group Preside
was the first full year of this additional focus and the group achieved 17% revenue and 380k operating earning inCreases over 2005, Diersfied compane
Though the companies in the group manufacture many different products fot a wide range of markets, they share the common Carlisle tright cent

yerry Thoms

focus: creating competitive advantage. In 2006 the teams greatly expanded their business strategies which led to specific investments in residon, il
resideni, Irar

manufacturing facilities to improve cost and tead time competitiveness. While the group is achieving solid organic growth, the strategy

Industries tbrown sh

development led to the identification of numerous acquisition opportunities which we hope to convert 1o bolt-on transactions in the | e centeraf at
coming years 10 accelerate the desired platform expansion. of Trail King empla
Carliste FoodService Products manufactures and distributes high quality, cost-efficient products for the foodservice industry.  withan average ¢
Carlisle Sanitary Maintenance Products manufactures commercial cleaning tools and highly engineered performance brushes. Growth years of sef
was achieved in 2006 through industry-leading service, the expanding breadth of our product lines, and an increase in customer
partnerships both domestically and internationally. The Reno, Nevada Distribution Center completed its first full year of operation
which helped drive regional sales growth at twice the rate of our overall growth and four times the rate of the industry’s growth. We are
dedicated to quick and on-time delivery, quality products at competitive prices, and creatively making it easier for our customers 10 do
pusiness with us. Qur employees aré proud of the value they add and are committed to creating product, service and manufacturing
innovations that secure our lang-term competitive advantage.

Carlisle Motion Control manufactures a wide range of friction material products for the on-highway axle and heavy-duty vehicle
markets. The diversity of brake linings offered enables truck fleets to satisty {heir unique performance and budgetary requirements. To
increase our manufacturing capacity and grow our position as 3 global leader in friction technology we recently established 3 plant in
China to complement our North American operations. We also developed 3 patented brake shoe coating process which responds to the
industry's critical need to reduce rust jacking in braking systems.

Carlisle Industrial Brake & Frictionis a supplier of off-highway brake, actuation systems and specialty friction products. During
2006 we completed the integration of the braking assets acquired from ArvinMeritor in late 2005. The expanded product range
resulting from this strategic acquisition has opened up opportunities for growth in new markets including specialty and mititary vehicles,
agricultural equipment and material handling equipment. Additionatly, we have increased our competitive cost advantage by establishing
a machining and assembly operation in Hangzhou, China. We're enthusiastic about 2007 and the ppportunity to grow our position as the
leader in braking and actuation solutions.

Trail King Industries designs and manufactures speciatized, custom heavy-haut and bulk commodity trailers for the transportation
industry. In june of 2006 we completed a 24,000 square foot expansion in Brookville, PA which enables us to meet the growing demand
in the specialized trailer mavket. Also, in October of 2006 we broke ground on @ 145,000 square foot plant in West Fargo, ND, increasing
capacity while significantly improving production efficiency. Thanks to 3 reputation for creating engineered solutions to difficult hauling
problems we have been able to expand and diversify our already strong customer base. Energy-related markets continued to be strong for
us in 2006 and are expected to remain tobust through 2007. We anticipate overall demand to continue o grow and with the increased
production capabilities we are positioned ko meet that demand far another successful year in 2007.

Tensolite manufactures high performance wire, cable, connectors and cable assemblies that are used in three major industries:
Commercial Aerospace, Test and Measurement, and Military/Defense Electronics. As part of its global manufacturing strategy. Tensolite
has secured production capability in China with the acquisition of a cabte assembly facility in Dongguan Gity. In Commercial Aerospace,
we recently secured 2 contract to provide wire and cable for Boeing's 787s. We are also well positioned as the leading supplier of high
performance data bus cables for the In-Flight Entertainment and Avionics industries, a strong market niche with an industry-pro]ected
growth rate of 20% for the next three to five years. Qur management team is focused on flawless execution; we believe we can continue
to expand both sales and earnings by working 10 drive change and create sustainable competitive advantage.

Johnson Truck Bodies manufactures high quality fiberglass refrigerated truck bodies and specialty trailers used for perishable
product delivery. In 2006 sales were up both in new units and in the repair and refurbishment business. After a challenging strike that
ended in October of 2005, the union was officially decertified in December 2006, The entire team at Johnson continues to focus on
productivity improvements, further establishing our competitive advantage to drive growth in ouf key markets.

TWELVE
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Carlisle Asia Pacific

manufacturing for these Carlisle Companies: Carlisle Tire & Wheel, Carlisle Power Transmission,
Carlisle Motion Control Industries, Carlisle Industrial Brake & Friction, Heavy Friction/Altec, Tensolite
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Kevin Forster, President

Leit-Right:

whales Chen, Slone Zh
Kevin Forster,

Group President,
carliste Asia Pocific,
Detek Shao, Tany Zhu

yhnnie Xia, 1ane Vian

During 2006 Carlisle Asia Padific continued 1o expand its capabilities with an emphasis on its China operations. A trading company -

was established in Shanghai which will provide all of Carliske’s operating units with the capability to both sell their products to, and source
raw materials and components directly trom China. Additiona!l support staff with critical component and raw material sourcing expertise
was added to support our operations’ supply chain and business development jnitiatives. This enhanced capability will result in lowered
manufacturing costs and expanded market coverage for those business units which do not currently have China based operations.

Carlisle also continues 10 expand its reach in China by acquiring companies that can be ulilized first, as low cost manufacturing
operations exporting primarity to North America and, second, as vehicles 10 penetrate the Chinese market with existing Carliste
products. Our tire, power transmission belt and braking operations currently have significant operations in China. As part of its
global manufacturing strategy, Tensolite has secured production capability in China with the acquisition of a cable assembly facility
in Dongguan City. several of the other Carlisle divisions are currently in negotiations to acquire Chinese companies. These initiatives
are key drivers of their overall business strategies.

In addition to increasing our sourcing and business development capabilities we have also added resources 10 insure financial control
and compliance as We continue to grow in this important region. We will also be adding resources to design and develop new products
and manufacturing processes, resulting in reduced product development and tooling costs.

Carliste will continue 0 invest in manufacturing assets in countries where we can produce our products cost effectively in order
to support our strategy of being the low cost provider in our markets, Our blended manufacturing strateay of supplementing North
American operations with those in areas such as China provide us with a strategic advantage in terms of cost, service and quality.

The following employees are pictured in the division photographs:

Constructian Materiofs pheto with Jofn Altmeyer on page 9: Danny Blumensthein, Anthony Hewcomer, Scotl fohrer, Debarah Sheatler, William Stum, Terty Weiss

Industrial Components phato with Barry Littrell or page 11: Ronald Clark, Rosemaly Eueich, Edward Hackenherry, Patrick McGinnis, Lean Ramsey, Frank Randolph, 5andsa Schmuck, Sandra Swartz
Diversified Components phote with Mike Popielet and Jerry Thomson on page 13: Terry Anthony, Roget Burbach, Russell Hines. Michael Nedved, Greag Wagner, Sheila Whitehurst

FOURTEEN
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

(Mark Onc})

3] ANNUAL REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934 FOR THE FISCAL YEAR ENDED DECEMBER 31, 2006

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934.

Commission file number 1-9278

CARLISLE COMPANIES INCORPORATED

(Exact name of registrant as specified in its charter)

Delaware 31-1168055
(State or other jurisdiction of {I.R.S. Employer Identification No.)
incorporation or organization)
13925 Ballantyne Corporate Place, Suite 400, (704) 501-1100
Charlotte, North Carolina 28277 {Telephone Number)

(Address of principal executive office, including zip code)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common stock, §1 par value New York Stock Exchange
Preferred Stock Purchase Rights New York Stock Exchange

Indicate by check mark if the registrant is a well-known scasoned issuer, as defined in Rule 405 of the Securities
Act. Yes No O

Indicate by check mark if the registrant is not required 1o file reports pursuant to Section 13 or Section 15(d) of the Act.
Yes O No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Sccurities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required
ta file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No O

Indicate by check mark if disclosure of delinquent filers pursuant to ltem 405 of Regulation S-K (§ 229.405 of this
chapter}) is not contained herein, and will not be contained, to the hest of registrant’s knowledge, in definitive proxy or
information statements incorporated by reference in Part 111 of this Form 10-K or any amendment 1o this Form 10-K.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer.
See definition of “accelerated filer and large accelerated filer” in Rule (2b-2 of the Exchange Act. (Check one):
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Part 1
Item 1. Business
Overview

Carlisic Companics Incorporated (“Carlisie” or the “Company”) wus incorporated in 1986 in
Delaware as a holding company for Carlisle Corporation, whose operations began in 1917, and its wholly-
owned subsidiarics. Carlisle is a diversified manufacturing company consisting of ninc operating companics
which manufacture and distribute a broad range of products. Additional information i$ contained in Items
7 and 8.

While Carlisle manages and previously reported its businesses under threc operating groups,
Construction Materials, Industrial Components and Diversified Components. cffective September 30,
2006, the Company presents five financial reporting segments.

The Company’s executive offices arc located at 13925 Ballantyne Corporate Place, Suite 400,
Charlotte, North Carolina. The Company’s main {ciephone number is (704) 501-1100. The Company’s
Internet website address 1s www.carlisle.com. Through this Internet website (found in the “Financial Info”
link), the Company makes available free of charge its Annual Report on Form 10-K, Quarterly Reports on
Form 10-Q and Current Reports on Form 8-K and all amendments to those reports, as $oon as reasonably
practicable after these reporls arc clectronically filed with or furnished to the Securitics and Exchange
Commission.

Management Philosophy/Business Strategy

The Company practices d highly decentralized management style. The presidents of the various
operaling companics are given considerable autonomy and have a significant level of independent
responsibility for their businesses and their performance. The Company belicves that a decentralized
structure cncourages entrepreneurial action, and enhances responsive decision making thereby enabling
cach operation to better serve its customers and react quickly to its customer necds.

The Company’s execulive management role is to (i) provide general management oversight and
counse! in a manner consistent with the Company’s decentralized management approach, (il) manage the
Company’s portfolio of businesses including identifying acquisition candidates and assisting in acquiring
candidates identified by the operating companics, as well as identifying busincsses for divestiture in an
effort to optimize the portfolio, (iii) allocate and manage capital. (iv) cvaluate and motivate operating
management personnel, and (v) provide selected other services.

The Company strives to be {he low cost manufacturer in the various niche markets it serves. The
Compuany is dedicated to achicving low cost positions and providing scrvice excellence based on, among
other things, superior quality, on-time delivery and short cycle times.

The Company's primary financial objectives for continuing operations in 2007 include: (i) maintain a
strong and flexible balance sheet, (i) realize return on beginning net equity at grcater than 15%, (iii) grow
organic sales at 150% of the percentage growth of United States of America (“United States” or “US.”)
national gross domestic product, (iv) improve cash flow from operations, and (v) maintain a return on
invested capital at greater than 10%. Thesc are goals the Company strives 10 achieve. The Company may
not be successful in each instance. For more information, sce the “Forward-Looking Statements”
disclosure in Item 7.

Acquisitions and Divestitures

The Company has a long-standing acquisition program. Traditionally, the Company has focused on
acquiring new businesses that can be added to existing operations (“bolt-ons™). In addition, the Company




considers acquiring new businesses which can operate independent} other Carlisle companies.
Factors considered by the Company in making an acquisition inc?(l ¢ consolidation opportunities,
technology, customer dispersion, operating capabilities and growth potential. For more details regarding
acquisitions completed over the past three years, see Note 9 to the Consolidated Financial Statements in
[tem 8.

The Company also continually assesses its portfolio of businesses from the standpoint of both industry
attractiveness and business unit strength. In 2006, the Company sold substantially all of the operations
comprising the Carlisle Systems and Equipment businesses, consisting of Carlisle Process Systems, Walker
Stainless Equipment, CPS Pharma, and Walker Transportation. For more details regarding the
consolidation and divestiture of the Company’s businesses during the past three years, see Note 17 to the
Consolidated Financial Statements in Item 8 and “Discontinued Operations”, also in liem 1 below.

Information on the Company’s revenucs, carnings and identifiable assets for continuing operations by
industry segment for the last three fiscal years is as follows (amounts in thousands):

Financial Information About Industry Segments

2006 2005 2004
Sales to Unaffiliated Customers(1)
Construction Materials .. ... ... ... $1,111,184 $ 865,652 $ 721,958
Industrial Components ............... .. i, 764,506 747.859 727,189
Specialty Products. ... ..o e 187,578 151,960 133,753
Transportation Products .. .......... .. .. ... .l 183,006 154,474 113,803
General Industry. ... o 326,236 287,020 299,897
Total . e e $2,572,510  $2,206,965 $1,996,600
Earnings before interest and income taxes
Construction Materials .. ... ..o e $ 170,720 § 131,844 3 94478
Industrial Components ........ ..o 60,429 55,253 61,067
Specialty Products. . ... o 11,424 13,554 5,233
Transportation Products ... i 30,378 21,152 6,408
Generab Industry. ... e 31,140 17,659 27,920
Corporate(2) .. ..ot e (28,460) (29,381) (21,431)
Total .. i e $ 275631 § 210,081 § 173,675
Identifiable Assets
Construction Materials .. ..ot e e $ 585613 § 401,348 § 345,146
Industrial Components .............cc i 587,640 520,723 549,090
Specialty Products. ... o 193,253 167,066 81,735
Transportation Products . ... i 51,851 45,876 38,612
General Industry. ... ... 251,310 228,169 228,138
Corpoarate(3) .o 206,854 89,090 83,271
Total ..o $1,876,521 §$1,452272 $1,325,992

(1) Interscgment sales or transfers are not material
(2) Includes general corporate expenses

(3) Consists primarily of cash and cash equivalents, facilitics, and other invested assets




A reconciliation of asscts reported above to total asscts as presented on the Company’s Consolidated
Balance Sheets in Item 8 is as follows:

2006 2005
Total Identifiable Assets by segment per table abOVE .. vr i $1,876,521 § 1,452,272
Asscts held for sale of discontinued Operations(1). . ovoverevamerrreee 1,296 114,083
Total assets per Consolidatcd Balance Sheets inlem8. .o ov i $1,877,817 § 1,566,355

(1)} Sec Note 17 to the Consolidated Financial Statements in liem 8.
Description of Businesses by Reportable Segment
Construction Materials

The Construction Materials segment includes the construction materials business, which manufactures
and sclis rubber (EPDM), FlecceBACK® and thermoplastic polyolefin (TPO) roofing systems for non-
residential low-slope roofs. In addition, the construction materials business markets and sclis poly vinyl
chloride (PVC) membrane and accessories purchased from third party supplicrs. The Company also
manufacturcs and distributcs cnergy-efficient rigid foam insulation pancls for substantially all roofing
applications. Roofing materials and insulation are sold together in warrantcd systems Of separately in non-
warranted systems to the new construction, re-roofing and maintenance, general construction and
industrial markets. Through its coatings and waterproofing operation, this busincss manufactures and sclls
liquid and spray-applicd waterproofing membranes, vapor and air barriers, and HVAC duct sealants and
hardware for the commercial and residential construction markets. The roofing sysiems, a5 well as the
coalings and waterproofing products, are sold through a nctwork of authorized sales representatives and
distributors.

The construction materials business operates manufacturing facilities located throughout the United
Statcs, its primary market. With respect to its insulation operations, in 2005, the construction materials
business announced the construction of new insulation facilities in Tooele, UT and Smithfield, PA. These
two new insulation facilitics complement the four existing insulation operations in Kingston, NY, Franklin
Park, 1L, Lake City, FL and Terrell, TX. EPDM manufacturing operations are located in Carlisle, PA and
Greenville, 1L.

Raw materials include EPDM polymer, TPO polymer, carbon black, processing oils, solvents, asphait,
MDI, polyol, polyester fabric, black facer paper, OSB clay and various metal cans as well as cardboard
poxes for product packaging. Critical raw materials gencrally have at least two vendor sources 1o better
assure adequatc supply. For raw materials that are single sourced, the vendor typically has multiple
processing facilitics to better assure adequate supply. In genceral, this busincss believes that sufficient
quantitics of raw materials can be obtained through normal sources to avoid interruption of production in
2007.

Sales and carnings tend to be somewhat higher in the second and third quarters duc 10 increased
construction activity during thosc periods.

The construction materials business’ working capital practices include the following:
(i) Standard accounts receivable payment terms of 45 days to 90 days.
(ii) Standard accounts payable payment tcrms of 30 days to 45 days.

(iii) Inventories are maintained in sufficient quantities to mect forecasted demand. Due to the
scasonal demand of the construction market, inventorics tend to be higher in the first
quarter.




The construction materials business serves a large and diverse customer base. No customer
represented more than 10% of this segment’s revenues in 2006.

This business competes in the construction materials market, a market with numecrous competitors
that produce roofing, insulation and waterproofing products for commercial and residential applications.
The level of competition within the market varies by product line. The construction matcrials business
competes through pricing, innovative products, warranties and customer service. This business offers
extended warranty programs on its installed roofing systems, ranging from five (5) years to thirty (30) years
and, subject to certain exclusions, cover leaks in the roofing system attributable to a problem with the
particular product or the installation of the product. In order to qualify for the warranty, the building
owner must have the roofing system installed by an authorized roofing applicator—an independent roofing
contractor trained by the Company to install its roofing systems.

Industrial Components

The Industrial Componcnts segment is comprised of the tire and wheel business and the power
transmission belt business. The tire and wheel business manufactures and sells bias-ply, non-automotive
rubber tires as well as stamped and roll-formed steel wheels, These products are sold by direct sales
personnel to criginal equipment manufacturers (“OEMs”), mass merchandisers and various tire and wheel
distributors located primarily in the U.S. and Canada. Primary markets served by the tire and wheel
business include lawn and garden—outdoor power equipment mass merchant, lawn and garden—outdoor
power equipment dealer, trailer, all-terrain vehicle, golf cart, agriculture, and the related aftermarkets. The
tire and wheel business also manufactures and sells styled wheels to the automotive aftermarket. Individual
project managers are assigned to cach of these various markets and are responsible for strategy
development, product concept and development as well as product life cycle management.

The power transmission belt business manufactures and seils industrial belts and related components
to OEMs, mass merchandisers and various wholesale and industrial distributors located primarily in the
U.S. and Canada. It alse sclls processed raw materials to OEMs. All sales are made by direct sales
personnel. Primary markets served by the power transmission belt business include lawn and garden, home
appliance, power sports/recreational vehicies, fitness, agriculture, and the related altermarkets.

Both businesses opcrate manufacturing facilitics in the United States and jointly operate a
manufacturing facility in Shenzhen, China.

The tire and wheel business’ primary raw materials include steel used to manufacture wheels, as well
as rubber and other oil based commoditics required for tire production. Raw materials used by the power
transmission belt business include rubber, various textile cords and oil based commaodities required for belt
production. Both companics source their raw materials worldwide to better assure adequate supply. Both
businesses believe that sufficient quantities of their respective raw materials can be obtained through
normal sources to avoid interruption of production in 2007.

Sales and earnings for both Industrial Components businesses tend to be somewhat higher in the first
six (6) months of the year due to peak sales in the lawn and garden and agricultural markets.

The working capital practices of both businesses include:
(i) Standard accounts receivable payment terms of 30 days to 90 days.
(ii) Standard accounts payable payment terms of 30 days to 45 days.

(iii) Inventories are maintained in sufficicnt quantities to meet forecasted demand and are
generally higher in the fourth and first quarters to meet seasonal demand. Inventories tend
to increase in the fourth quarter in advance of anticipated seasonal demand.



Both the tire and whecl and power (ransmission belt businesses have several significant OEM
customers, however, no individual customer accounted for maore than 10% of scgment sales in 2006.

The tire and wheel business competes globally against companies having manufacturing facilities in
the Far East. The power transmission belt business also faces global competition with its major competitors
having manufacturing operations in the United States, Mexico and the Far East. For both businesscs,
product lines serving most markets tend 1o be price competitive. Both businesses strive to achieve
competitive advantage through low cost production, distribution capability, customer scrvice, quality and
manufacturing flexibility.

Transportation Products

The Transportation Products segment i$ comprised of the specialty  trailer business, which
manufactures and sclls truck trailers to a varicty of markets. Sales are categorized as follows:
(i) construction—includes open-deck trailers used by contractors for hauling cquipment to and from sites
or by rental companics for equipment delivery, (i) material hauling—includes various dump trailer lincs,
such as steel bottom-dumps, side-dumps, end-dumps and live-bottoms as well as aluminum end dump and
pncumatic bulk tank trailers, (iii) spccializcd-—includes large-capacity multi-unit trailers and specially
designed trailers for specific hauling purposcs, and (iv) commercial—includes trailers sold for use by
truckers for over-the-road hauling and general freight. A majority of salcs in this business arc to dealers
with the balance sold direct to end-users such as rental companics, national accounts, heavy-haulers and
wastc haulers. The specialty trailer business operates manufacturing facilitics in the U.S., which is its
primary market.

The specialty trailer business’ raw materials include aluminum, high-tensile steel, jumber, tires, axles,
SUSPENSIoNS, hydraulic and clectrical components. Critical raw materials gencrally have at least two vendor
sources to better assurc adequate supply. The Company belicves that sufficicnt quantitics of their key raw
materials can be obtained in 2007.

The operations of the specialty trailer business are generally not seasonal in nature.
This segment’s working capital practices include:

(i) Standard accounts receivable payment terms of 10 days to 40 days.

(ii) Standard accounts payable payment terms of 10 days to 60 days.

(iii) Inventorics are maintained in sufficicnt quantities to meet forecasted demand.

This business scrves a diverse customer base. No individual customer accounted for more than 109 of
scgment salcs in 2006.

The specialty trailer business’ products compete primarily based on quality and options as well as
price. The commercial and material hauling products compcele primarily on price. Conversely, the large-
capacity multi-unit trailers manufactured for specialized purposes tend to competc primarily on quality
and options.

Specialty Products

Specialty Products includes the on-highway and off-highway motion control systems business. On-
highway products include heavy-duty friction blocks. brake shoes and disc linings, as well as brake shoe
remanufacturing and relining for on-highway Class 6,7 and & trucks. These products arc sold to heavy-duty
truck and trailer OEMs, brake and axle OEMs, as well as through an aftcrmarket distribution channel by
direct sales personnel.




Off-highway products include braking systems for off-highway and industrial equipment, specialty
friction products, as well as brake actuation systems for on-highway towed vehicles. These products are
sold to heavy-duty equipment OEMs, clutch and brake OEMs, replacement part distributors and trailer
distributors by direct sales personnel.

The motion control systems business operates manufacturing facilities in the United States, which is
its primary market. In 2005, the Company acquired a heavy-duty brake lining and brake shoe facility in
Hangzhou, China. The Hangzhou, China facility is used primarily to manufacture product to export to the
United States. The off-highway business’” products are sold into the Europcan market through a light
assembly, warchouse operation maintained in Zevenaar, The Netherlands as well as a facility in Pontypool,
Wales. The Pontypool, Wales, facility was acquired to operate the Company’s off-highway brake assets
purchased from ArvinMeritor, Inc in 2005,

Raw materials used in on-highway friction and brake shoe product producing plants include fiberglass,
phenolic resin, steel, metallic chips and various other organic materials. Although the supply of fibergiass,
resin and metal chips has become more constrained, the Company has not encountered any significant
availability issues for its on-highway key raw materials and belicves that adequate quantities can be
obtained in 2007. The raw materials uscd for off-highway products arc diverse. These brake manufacturing
operations require the use of various metal products such as castings, pistons, springs and bearings. With
respect to its friction products, the raw materials are similar to those described for the on-highway
products. Although availability of the off-highway friction products has become more constrained, this
business believes that adequate quantities of all of its raw materials can be obtained in 2007.

Sales and earnings for the on-highway products tend 1o be strongest in the second quarter to coincide
with increased truck and trailer maintenance typically scheduled in the spring. Sales and earnings for the
off-highway motion preducts are not seasonal.

With respect to working capital, practices include the following:
(i) Standard accounts receivable payment terms of 30 days to 60 days.
(ii) Standard accounts payablc payment terms of 30 days to 45 days.
(iii} Inventories are maintained in sufficient quantities to meet forecasted demand.

No customer accounted for more than 10% of segment sales in 2006, with the off-highway customer
base being somewhat more diverse. The Company’s relationships with its largest OEM customers impact
aftermarket participation in that acceptance of product by these OEMs facilitates aftermarket sales.

Ditferentiation between competitors is based primarily on price.

General Industry (All Other)

The General Industry segment includes the Company’s foodservice business, the high-performance
wire and cable business, and the refrigerated truck body business.

The Company’s foodservice products business manufactures and distributes (i) commercial and
institutional foodservice permanentware, table coverings, cookware, display pieces, light equipment and
supplies to rcstaurants, hotels, hospitals, nursing homes, schools and correctional facilities, and
(i) industrial brooms, brushes, mops, rotary brushes and carpet care products for industrial, commercial
and institutional facilities. The company’s product line is distributed from four primary distribution centers
located in Charlotte, NC, Oklahoma City, OK, Reno, NV and Zevenaar, The Netherlands to wholesalers,
distributors and dealers. These distributor and dealer customers, in turn, sell 1o commercial and non-
commercial foodservice operators and sanitary maintenance professionals. Distributors and dealers are
solicited through subcontracted manufacturer representatives and direct sales personnel. The foodservice




business operates manufacturing facilities in the United States and Mexico, and sales are made primarily in
North America and Europe.

The high-performance wire and cable business manufactures and distributes high-performance wire,
cable, connectors and cable assemblies, including RF/microwave connectors and cable assemblies,
primarily for the acrospace, business aircraft, defense clectronics, test and measurement cquipment and
wireless infrastructure equipment industries. This business operates manufacturing facilities in the United
States and China with the United States being the primary target market for sales. Sales are made by direct
sales personncl.

The refrigerated truck bodics business manufacturcs and sells insulated refrigerated truck bodies to a
variety of markets including food, dairy and home delivery. This business’ main distribution channels are
through a factory direct sales staff, and 10 a lesser extent through a limited dealer nctwork. The
refrigerated truck bodics business operates a single manufacturing facility in Rice Lake, W1 and sells
primarily into the U.S. market.

Raw materials used by the foodservice products business include polymer resins, stainless steel and
aluminum. Key raw materials are typically sourced worldwide to better assure adequate supply. The
Company believes that sufficient quantitics of raw material can be obtained for this business through
normail sources to avoid interruption of production in 2007,

The high-performance wirc and cable business’ raw materials include copper conductors that are
plated with tin, nickel or silver, polyimide tapes, PTFE tapes, PTFE finc powder resin, thermoplastic
resins, stainless steel, machined metals and plastic parts. Key raw materials are typically sourced worldwide
to better assure adequate supply. The Company believes that sufficient quantities of raw material can be
obtained for this business through normal sources to avoid interruption of production in 2007.

The raw materials and components used by the refrigerated truck bodies business include
refrigeration compressors, cutectic holdover plates, mechanical blower refrigeration systems, hydraulic
liftgates, fiberglass, polyester resins, polyurethane foam resins, steel, aluminun, plywood, and cast and
stainless steel hardware. The Company believes that sufficient quantities of their key raw materials can be
obtained in 2007.

The operations of the companies included in this scgment are generally not seasonal in nature.
The working capital practices of all businesses within the General Industry segment include:
(i) Standard accounts reccivable payment terms of 10 days to 40 days.
(ii) Standard accounts payable payment terms of 10 days to 60 days.
(iii) Inventorics arc maintained in sufficient quantities to meet forecasted demand.

Each business within this segment had significant customers in 2006, however, no individual customer
accounted for more than 11% of segment sales in 2006.

All three businesses in this scgment arc engaged in markets that arc gencrally highly competitive. The
foodservice products business competes primarily on price, service and product performance. Product
performance, either mechanical or electrical in nature, is the number one competitive criterion for the
high-performance wire and cable business. The refrigerated truck bodies business competes primarily on
quality and performance with an emphasis on thermal efficiency.

Discontinued Operations

As part of its commitment to concentrate on its core businesses, in November of 2005 the Company
announced plans to sell the systems and equipment businesscs, consisting of Carlisle Process Systems,




Walker Stainless Equipment, CPS Pharma, and Walker Transportation, The Company completed the sale
of these operations in 2006. The Company also expects to complete the sale of the giftware operations of

including the plastic components operation of the tire and whee| business, formerly presented within the
Industrial Components segment, the pottery operations of the foodservice products business, previously
reported within the General Industry scgment, as well as ali operations of Carlisle Enginecred Products,
which comprised the former Automotive Components segment. These sales were completed in 200S. The
asscets of these operations have met the criteria for, and have been classified as “held for sale” in
accordance with SFAS 144, “Accounting for the Impairment and Disposal of Long-Lived Asscts.” In
addition, results of operations for these businesses, and any gains or losses recognized from their sale, are
reported as “discontinued operations™ in accordance with SFAS 144,

Principal Products

The Company’s products are discussed above and in additional detail in Note 19 1o the Consolidated
Financial Statements in Item 8.

Intellectual Property

The Company owns or holds the right to use a varicty of patents, trademarks, licenses, inventions,
trade sccrets and other inteliectual property rights. The Company has adopted a variety of measures and
Programs to ensure the continyed validity and enforceability of its various intellectual property rights.
While the Company’s intellectual property is important to its success, the loss or expiration of any
particular intellectual property right would not materially affect the Company or any of its segments,

Backlog

Backlog of orders from continuing operations generally is not a significant factor in most of the
Company’s businesses, as most of the Company’s products have relatively short order-to-delivery periods,
Backlog of orders from continuing operations was $273.6 million at December 31, 2006 and $298.5 million
at December 31, 2005; however, the majority of thesc orders are not firm in nature,

Government Contracts

At December 31, 2006, the Company had no material contracts that were subject 1o renegotiation of
profits or termination at the election of the U.S. government.

Research and Development

The Company’s research and development expenses from continuing operations were $15.1 million in
2006 compared to $15.4 million in 2005 and $14.6 million in 2004.

Environmental Matters

Carlisle believes its opcrations generally are in substantial compliance with applicable regulations. In a
few instances, particular plants and businesses have been the subject of administrative and legal
proceedings with governmental agencies or private partics relating to the discharge or potential discharge
of regulated substances. Where necessary, these matters have been addressed with specific consent orders
to achieve compliance. Carlisle belicves that continued compliance will not have any material impact on
the Company’s financial position and will not require significant capital expenditures,




Employees

The Company had approximately 11,000 employees in its continuing operations at December 31,
2006.

International

For foreign sales, export sales and an allocation of the assets of the Company’s continuing operations,
see Note 19 to the Consolidated Financial Statements in Item 8.

NYSE Affirmation

On May 5, 2006, Richmond D. McKinnish, the Company’s Chief Executive Officer, submitted to the
New York Stock Exchange (the “NYSE”) the Annual CEO Certification and certified therein that he was
not aware of any violation by the Company of the NYSE’s Corporate Governance listing standards.

Item 1A. Risk Factors

The Company’s business, financial condition, results of operations and cash flows can be affected by a
number of factors including but not limited to those set forth below, those set forth in our “Forward
Looking Statements” disclosure in Item 7 and those set forth elsewhere in this Annual Report on
Form 10-K, any one of which could cause our actual results to vary materially from recent results or from
our anticipated future results.

The Company’s objective is to achieve organic sales growth at 150% of the U.S. national gross
domestic product. As the Company continues to grow organically through the construction of new plants
and distribution centers, it must balance the benefits against the risks of cxpanding its business t0 a level
that cannot be supported through its existing customer base Ot entry into new markets.

The Company’s growth is partially dependent on the acquisition of other businesses, The Company
has a long standing acquisition program and expects to continue acquiring businesses. Typically, the
Company considers acquiring businesses which can be added to existing operations (“bolt-ons™).
Acquisitions of this type involve numerous risks, which may include potential difficulties in integrating the
business into existing operations, increasing dependency on the markets scrved by certain businesses, and
increased debt to finance the acquisitions. The Company also considers the acquisition of businesses which
can operate independently of existing operations, which has an increased possibility of diverting
management’s attention from its core operations.

Material costs are a significant component of the Company’s cost structure. The Company utilizes
petroleum based products, steel and other commodities in its manufacturing processes. Raw materials
account for approximately 70% of the Company’s cost of goods sold. Significant increascs in the price of
these materials may not be recovered through sale price and could adverscly affect operating results. The
Company also relies on global sources of raw materials, which could be adversely impacted by slow or
unfavorable shipping or trade arrangements.

The Company must balance the inventory it carries with market demand. A significant increcase in
demand for its products could result in additional inventory demand which could cause a short-term
increase in the cost of inventory puschases. A significant decrease in demand could result in an increase of

inventory on hand and as well as increased costs due to production cutbacks and inefficiencies.

The products manufactured may become obsolete due to design or technology changes. The
Company’s future operating success may depend upon its ability to redesign or find ncw applications for its
current products or develop new products.
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The Company faces increased off-shore competition. The tire and wheel and power transmission
belt businesses compete against companies that leverage low cost manufacturing through facilities located
outside the United States. While the Company has been price competitive, it may need to adjust its
operating strategies to remain competitive against the off-shore competition.

The Company is expanding its operations into China. To compete globally against low-cost
manufacturcers with operations located outside the United States, the Company has expanded many of its
operations into China. Conducting operations within China may cause the Company to be impacted by the
political environment within China and trade rclations between the United States and Chinese
governments. Many of the products manufactured in China are sold in the North American market.
Therefore the Company may be impacted by the cost and availability of shipping channels and amount of
time required to ship the goods to the intended market. Revenues for sales of products manufactured in
China for the North American market arc generated predominately in U.S. Dollars. Many of the
obligations incurred by these operations are settled in Chinese Renminbi or Hong Kong Dollars. Should
the U.S. Dollar weaken significantly against the Renminbi or Hong Kong Dollar, the Company’s results of
operations could be adversely affccted. The Company continues to monitor developments in China that
may affect its strategy and will hedge its currency risk exposure when deemed effective and prudent.

The Company and the markets it serves can be negatively impacted by significant changes in interest
rates. The Company may utilize interest rate swaps or other derivative instruments to mitigate its interest
rate, currency and investment risk. Many of the markets served by Carlisle arc impacted by interest rates.
A significant rise in interest ratcs may curtail construction activities and other capital spending, as well as
consumer spending, all of which could have an adverse impact on operating results.

The Company has significant concentrations in the general construction and lawn and garden
markets. For the year ended December 31, 2006, approximately 43% of the Company’s revenues, and
56% of its opcrating income werc generated by the Construction Materials segment. Construction
spending is affected by economic conditions, changes in interest rates, demographic and population shifts,
and changes in construction spending by federal, state, and local governments. A decline in the commercial
construction market could adversely affect the Company’s performance.

Approximately 30% of revenues for the year ended December 31, 2006, and 20% of its operating
income were gencrated by the Company’s Industrial Components segment. The businesses in this segment
rely heavily on the condition of the lawn and garden market. Softening in this market could place negative
pressure on the Company’s results of operations.

The commercial construction market and lawn and garden market can be affected by weather.
Adverse weather conditions, such as hcavy or sustained rainfall, cold weather and snow can limit
construction activity and reduce demand for roofing materials. Weather conditions can also be a positive
factor, as demand for roofing materials may rise after harsh weather conditions due to the need for
replacement materials. The lawn and garden market is also affected by extreme weather conditions, which
could reduce demand for outdoor power equipment.

The Company also serves many specialty niche markets and as such, may be negatively impacted by
softening in these markets. In addition to having concentrations in the construction materials and lawn
and garden markets, many of the markets served by Carlisle, including the specialty trailer, refrigerated
truck bodies, and foodservice products markets, are smaller, niche markets that may expericnce cyclicality.
These market cycles can span a number of years, and while the Company benefits from the upside of these
cycles, downturns can negatively affect performance.

Item 1B. Unpresolved Staff Comments

None.
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Item 2. Properties

The number, type, location and size of the Company’s properties as of December 31, 2006 are shown
on the following charts, by segment.

Number and Nature of Facilities Square Footage (000’s)
Segment Manufactoring(l) Warchouse(2)  Office Owned Leased
Construction Materials ......oocoevvres 17 4 12 2,473 718
Industrial Components ...........---- 15 33 4 2,886 2,473
Specialty Products. ......oooeveerereos 12 0 2 1,111 327
Transportation Products ............-. 4 0 0 484 79
General Industry (Other) .......cooee 11 8 2 851 877
Discontinued Operations. . ........---- 1 0 i 250 24
COTPOTALE . o vvvwnemennrmn e e 0 ¢ 2 0 14

Locations

Segment Norih America  Europe  China
Construction Materials . ... ...oovereerermerrarmememrmrrrm i innss 32 1 0
Industrial COMPONENLS ... .unvnvannrenamsrrsemrss i s 49 0 3
Specialty PrOGUOLS. .+« v avevesnesnere im0 11 2 1
Transportation PIOGUCLS ... voeenvnsnsrerermmemeermsrre i nin 4 0 0
General Tndustry (OthEr) ..o ..vvverneerminnermmrmreemrsrre s 21 0 ]
Discontinued OPErations. . . «...oveeeerssesereemeressrr st imnn 1 1 0
COTPOTALE - e vnaemees s e s e e e r s I 2 0 0

(1) Also includes facilities which are combined manufacturing, warehouse and office space.

(2) Also includes facilities which are combined warehouse and office space.

Item 3. Legal Proceedings

The Company may be involved in various legal actions from time to time arising in the normal course
of business. In the opinion of management, the ultimate outcome of such actions will not have a material
adverse effect on the consolidated financial position of the Company, but may have a material impact on
the Company’s results of operations for a particular period.

Item 4. Submission of Matters to a Vote of Security Holders.

Not applicable.
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Part II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of

Equity Securities.

The Company’s common stock is traded on the New York Stock Exchange. As of December 31, 2006,

there were 1,725 shareholders of record.

Quarterly cash dividends paid and the high and low prices of the Company’s stock on the New York

Stock Exchange in 2006 and 2005 were as follows:

2006 First Second Third Fourth
Dividendspershare ................. ... .. i i, $0.250 $0.250 $0.270 $0.270
Stock Price

High. ... . ... $82.56 $88.99 $85.50 $90.35

oW e $67.59 $75.57 $73.32 §$78.24
2005 First Second Third Fourth
Dividendspershare ... ... .. i i $0.230 $0.230 $0.250 $0.250
Stock Price

High. ... e $72.72 $7480 §$70.79 $70.73

L oW o e e §61.12  367.65 §$59.00 §58.88

The Company did not repurchase equity securities during the period October 1 through December 31,

2006.

The Company announced the reactivation of its share repurchase program on August 17, 2004. The
program was initially approved on November 3, 1999. The Company initially had authority to repurchase
1,506,445 shares of its common stock. At this time, the Company has authority to repurchase 370,945

shares of its common stock.
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Item 6. Selected Financial Data.

Five-Year Summary

2006 20057 2004 2003 2002*
In thousands except shareholders of record and per share data

Summary of Operations

NEt SAIES o oo v vvreiiremrnsmr e $2,572,510 $2,206,965 $1,996,600 $1,689,216 $1,548,635
GTOSS MATZIN L. ovvnvnrnanrn s $ 522,589 $§ 437,943 $ 388,883 § 343,142 $ 307,768
Selling & administrative CXpEses . ... -« $ 242,513 § 213,236 % 200,593 § 178,053 § 175,401
Rescarch & development . ..oovveeee-s $ 15,081 $ 15,380 $ 14,630 § 14875 $ 14,709
Other (income) CXPENSe, NEL ... .ovvve e $ (10,636) $ (760} § (15)$  (4204) 5 542
Earnings before interest and income taxes .. $ 275,631 $ 210,081 § 173,675 % 154,418 $ 117,116
Interest eXpense, NCL. . Jovwvee o mrea e $ 20314 $ 15908 $ 14378 § 13937 $ 16,685
Income from continuing opcrations, net of
F S T PR R $ 177,286 $ 133,721 $ 110,747 § 94,775 $ 65372
Basic carnings per share ........ooooeenn $ 5,79 § 435 % 357 § 309 §$ 215
Diluted earnings per share ... $ 570 § 430 % 353§ 307 % 2.14
Income (loss) from discontinucd operations,
DL OF LA, + o e vevereemenasea e $ 238403 § (27.356)$% (31,135 $ (585§ 7,006
Basic earnings per share ..o $ 1.25 § 0.89) $ 1.00) $ 0.19) § 0.23
Diluted earnings per share .............. $ 123 § EU.SS $ 0.99) § 0.19) $ (.23
income before cumulative effect of change in
ACCOUNLINE, - oo v evnvrermrsae e $ 215689 $ 106365 $ 79,612 $ 88920 § 72,378
Basic earnings per share ......oooovenns $ 7.04 § 346 § 257 $ 290 % 2.38
Diluted earnings pershare ............-- $ 693 § 342 % 254§ 288 § 2.37
Cumulative cffect of change in accounting
principle, net of fax. . ...o.ooooveeee — 3 — % — $ — § (43,753
Basic carnings per $hare .......coo-ovn - $ — 3 — $ — 3 — % 1.44
Diluted earnings per share ............. $ — 3 — % — % — 3 1.43
NELINCOMIE « < v vcevmenrmraessmnsmiss $ 215,689 $ 106,365 $ 79612 § 88920 $ 28,625
Basic earnings per share ... - $ 7.04 $ 346 257 % 290 % (.94
Diluted earnings per share ..o $ 693 § 342 % 254 % 2.88 % 0.94
Financial Position
Net working capital(1)...o.ooooveeeeeer $ 511,555 § 288461 % 268,247 § 218,203 $ 131,861
Property, plant and cquipment, net
(continuing OPETALIONS) ..\ ovveeoes $ 462,307 § 431,996 $ 385304 § 373244 $ 360,584
oAl ASSELS. -« e ev v cvmr s $1,877,817 $1,566,355 $1,501,241 $1,434,970 $1,328,787
Long-term debt(3) .. ..o omveeeees § 274,658 § 283,297 § 259,554 $ 267,746 $ 267,739
9% of total capitalization(2)...........-- 22.6 28.0 27.1 29.8 32.6
Shareholders’ equity. ... «oovvne e $ 942209 $ 730,239 § 698,487 $ 631,930 $ 553,077
Other Data .o
Average shares outstanding—basic. . ....... 30,620 30,736 31,032 30,705 30,441
Avcerage shares outstanding—diluted ... 31,118 31,078 31,409 30,863 30,583
Dividends paid. . ..o oooaa e $ 32,010 § 29,008 $ 27960 $ 26,695 B 25,887
PEr SHIATC, « v v vevreeessrnennmen e $ 1.04 3 096 $ 090 3 0.87 $ 0.85
Capital expenditures. . ..o $ 95479 § 108,242 $ 77,623 § 42,241 $ 39330
Depreciation & amortization .. ... e $ 5986 § 56322 § 61,065 § 60,366 3§ 56,994
Sharcholders of record. . .voveveecnemees 1,725 1,991 1,934 2,015 2,170

*

(1)
(2)

3)

2005 and prior figures have been revised to  reflect discontinued opcrations and certain
reclassifications to conform to 2006 presentation. Sec notes 1 and 17 to the Consolidated Financial
Statements in Item 8.

Net working capital defined as total currcnt assets less total current ljabilities.

% of total capitalization defined as long-term debt divided by long-term debt plus sharcholders’
cquity.

Long-term debt includes discontinued operations of $0 at December 31, 2006; $871 at Deccmber 31,
2005; $1,170 at December 31, 2004; §1,280 at December 31, 2003; and $1,715 at December 31, 2002
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Item 7.  Management’s Discussion and Analysis of Financial Condition and Results of Operations,
Executive Overview

Carlisle Companies Incorporated (“Carliste”, the “Company”, “we” or “our”) is a diversified
manufacturing company focused on achieving profitable growth internally through new product
development and product line extensions, and externally through acquisitions that complement our
existing technologies, products and market channels, The Company has more than 11,000 employces.
Carlisle manages its businesses under three Operating groups, Construction Materials, Industrial
Components and Diversified Components, and reports five financial reporting scgments:

* Construction Materials: the “construction materials” business;

¢ Industrial Components: the “tire and wheel” business; and the “power transmission belt” business;
* Specialty Products: the “motion control systems” business:

* Transportation Products: the “specialty trailer” business;

* General Industry: the “high-performance wire and cable” business; the “refrigerated truck bodies”
business; and the “foodservice products” business.

The Construction Materials and Industrial Components financial reporting segments remain
unchanged compared to prior year disclosures. The Diversified Components group consists of the
Speciaity Products, Transportation Products and General Industry segments.

While the Company has offshore manufacturing operations, our markets are primarily in North
America. Management focuses on continued year over year improvement in sales and earnings, return on

capital employed and return on sharcholders’ cquity. Resources are allocated to the operating companies

exception of the Specialty Products segment, which declined year-over-year primarily as a result of higher
raw matcrial costs and integration costs associated with acquisitions, all segments reported improvement
over the prior year. The largest contributor to the year-over-ycar growth was the Construction Materials
segment.

Nct sales for the year ended December 31, 2005 were 1% higher than for the year ended
December 31, 2004, Organic growth within the Construction Materials segment accounted for the majority
of the Company’s growth. Acquisitions in the Industrial Components and Specialty Products segments
accounted for approximately 14% of the year-over-year growth. Income from continuing operations
improved 21% for 2005 as compared to 2004. The Construction Materials segment accounted for the
majority of the income growth, followed by the Transportation Products and Specialty Products segments.
Partially offsetting growth in these segments was a decline in the Industrial Components and General
Industry segments. For more information relating to the Company’s segments, refer to Note 19 in the
Notes to the Consolidated Financial Statements in Item 8.

In efforts to align its businesses with a focus on its core Competencies, the Company has disposed of its
automotive components business, and Systems and equipment business. The sale of the assets of the
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automotive components business was substantially completed as of December 31, 2003. In the fourth
quarter of 2006. the Company completed the sale of its systems and equipment business.

Results from continuing operations for the years ended December 31, 2006, 2005 and 2004 included
the following items:

Pre-tax gain (loss) After-tax gain (loss) Earnings Per Share
7006 2005 2004 2006 2005 2004 2006 2005 2004
In millions, except per share data

Consolidated

Tax henefit related tax audits ... ... $ —$ —$ — $11 830 $37 %004 $010 8012
Tax law changes. ... erneeneeres _ - — 43 — — ou — —
Expensing of stock options ........... 3.5 — — 24 - —  (0.08) -— —

Construction Materials
Procceds on legal actions initiated by

CarliShe oo ov v 56 — — 38 — - 0.12 — —
Asset Charges. .. ooevvvvnrenerenes (1.8) — — L2y — —  (0.04) — —
Gain on insurance proceeds ... 08 13 19 06 09 1.3 002 003 004

Gain on sale of property .......o.c-o-- — 08 — — 05 — — 002 —

Industrial Components
Curtailment gain on retiree medical

BErEfits . o 56 — — 37 - - 0.12 — —
Proceeds on legal actions initiated by

Carlisl oo veercnrnaearans 15 36 — 10 25 — 0.03 008 —
Lease termination costs ... .oovevvv-n s 1y — — 09 — —  {0.03) — —
Asset charges on closed facility ........ .2y — — (0.8) — —  {0.03) — —
Gain on salc of propetty -.....oooret 06 — — 04 — - 0.01 — —
Specialty Products
Asset Charges . .oovvvvrarnemenees _ — {26) — — (1.7 — —  (0.06)
General Industry
Gain on sale of property ........ooe-ne — 08 — =— 05 -— — 002 —
Arbitration proccedings concerning

tecrmination of a supply agrecment ... 25 — — 1 — —  {0.05) — —

Lease arrangement for closed facility .. . — (0.09) —

N —
7$33 5025 $0.16 $0.10

= _—

2006 Compared to 2005
Censolidated Results of Continuing Operations

Net sales of $2.57 billion for the year ended December 31, 2006 were $365.5 million, or 17%, above
2005 net sales of $2.21 billion. Organic growth, primarily in the Construction Materials and to a lesser
cxtent, the Transportation Products and General Industry segments, contributed approximately 88% of the
improvement. Increased sales volumes, excluding the impact of acquisitions, accounted for approximately
73% of the growth. Acquisitions within the Specialty Products scgment contributed $35.7 million, or
approximately 10% to the ycar-over-ycar growth. The impact of changes in foreign currency rates
accounted for approximately 2% of the improvement.

Cost of goods sold of $2.05 billion for the twelve months ended December 31, 2006 were $280.9
million, or 16% higher than in 2005. An increase in raw material COsts accounted for approximately 85% of




the increase, and was primarily driven by higher sales volumes, and to a lesser extent, higher raw material
prices.

Gross margin (net sales less cost of goods sold expressed as a percent of net sales) of 20.3%
recognized in 2006 improved slightly as compared to gross margin of 19.8% recognized in 2005. The
increase was attributablc to the increase in sales, which more than offsct the increase in cost of goods sold.
While cost of goods sold have gencrally increased relative to sales volume increases; price volatility in
energy costs and petrolcum based and commodity raw materials may cause cost of goods sold to increase
disproportionately to sales volume. The Company may not be able to recover all increases in cost of goods
sold through sclling price increases.

Selling and administrative expenses of $242.5 million for the year ended December 31, 2006 were
approximately 14% above $213.2 million in 2005. The incrcase was due primarily to an increase in variable
selling expenses, the most significant being sales commissions. Such expenses typically increase or decrease
with the level of sales. Also impacting 2006 was the Company’s recording of $3.5 million of stock option
expense. As a percent of net sales, sclling and administrative expenses were approximately 9.4% and 9.7%
for the years cnded December 31, 2006 and 2005, respectively.

Research and development expenses of $15.1 million for the twelve months ended December 31, 2006
decreased from $15.4 million in 2005. As a percent of net sales, research and development expenses were
0.6% of sales in 2006, versus (.79 of sales in 2005,

Other income, net of $10.6 million for the twelve months ended December 31, 2006 compared to
other income, net of $0.8 million for the samc period in 2003, Results for the 2006 period included $7.1
million of proceeds received from legal actions initiated by the Company, $6.0 million of equity income
related to the Company’s 25% minority share in its European joint venture (“Icopal™), $5.6 million related
to the curtailment of certain retiree medical plans, and $0.8 million of insurance procceds. Offsetting these
gains were expenses of $4.3 million associated with the sccuritization program, losses of $2.5 miilion
related to an arbitration proceeding concerning the termination of a supply agreement, $1.3 million of
lease termination costs, and $1.2 million of asset charges at a closed facility.

Included in 2005 results was a gain of $3.6 million on procceds received from certain legal actions
initiated by the Company, gains of $1.6 million recognized on the sale of certain asscts, and a $1.3 million
gain recognized on insurance proceeds. Also included in 2005 results were equity earnings from the
Company’s joint ventures of $3.6 million. Offsetting these gains was a charge of $4.0 million related to a
lease arrangement for a closed facility in the Genceral Industry segment, expenses of $4.3 million related to
the Company’s securitization program and forcign exchange losses recorded on subsidiary debt of $1.4
million.

Earnings before interest and income taxes (“EBIT” or “carnings™) for the year ended December 31,
2006 were $275.6 million, a 31% improvement over $210.1 million recognized in 2005. As a percent of
sales, EBIT improved to 10.7% in 2006, up from 9.5% in 2005. The Construction Materials segment posted
the largest improvement and accounted for the majority of the year-over-year increase. The General
Industry and Transportation Products scgments also reported strong growth in 2006, while results in the
Industrial Components scgment were slightly above the prior year. Earnings in the Specialty Products
segment decreased from the prior year,

Interest expense, net of $20.3 million for the twelve months ended December 31, 2006 was 28% higher
than interest expense, net of $15.9 million in 2005. Interest expense in 2006 was impacted by the issuance
of 6.125% $150 million ten-year notes issued in August 2006 in anticipation of the Company’s 7.25% $150
miltion notes which matured in January 2007. The net proceeds of the August 2006 notes were used in the
interim period to repay all amounts outstanding vnder the Company’s uncommitted line of credit, to
reduce the trade accounts receivable sold under the Company’s reccivables securitization facility and for
general corporate purposes. An increasce in intcrest rates and slightly higher average borrowings offset




lower capitalized intercst relating to decreased capital spending as compared to the prior year. The
increase in interest eXpense year-over-year was partially offset by higher interest income, reflecting higher
short-term investments as compared to the prior year.

Income tax expense of $78.0 million in 2006 represented an cffective tax rate of 30.6% and included
benefits related to tax law changes and the favorable settlement of certain tax liabilities of $4.3 million and
$1.1 million, respectively. Income tax cXpense of $60.5 million in 2005 represented an effective tax rate of
31.1% and included a benefit of $3.0 million related to a favorable adjustment of the Company’s tax
liabilitics resulting from the final settlement of the 2002 and 2003 federal tax filings and certain state tax
filings from 1997 to 1999, '

The Company participated in the U.S. Internal Revenuc Service’s real time audit program.
Compliance Assurance Process (“CAP”), during 2006 and 2005. Under the CAP program, material (ax
issues and initiatives were disclosed to the IRS throughout the year with the objective of rcaching
agrecment as to the proper reporting trcatment. The Company reccived a full acceptance letter from the
RS for tax year 2005. The Company believes that this approach reduced tax-related uncertainties,
enhanced transparency and reduced administrative costs. The Company cxpects 10 continue participating
in the CAP program in 2007.

Income from continuing operations was $177.3 million, or $5.70 per diluted share, for the year ended
December 31, 2006, a 33% improvement over $133.7 million, or $4.30 per diluted share, for the year ended
December 31, 2005.

Consolidated Results of Discontinued Operations

Income from discontinued operations for the year ended December 31, 2006 was $40.8 million as
compared to a loss of $34.2 million in 2005. 2006 results included the gain on the salc of the systems and
equipment busincss of $41.3 million. 2005 rcsults included an impairment charge against fixed asscts as
well as a loss on the sale of substantially all of the assets of the Company’s discontinued automotive
components operations, which in combination totaled approximately $29.2 million before taxes. Also
impacting 2005 results were after-tax reserves of $7.2 million recorded against the retained accounts
receivable of the automotive components business related to the Chapter 11 bankruptcy filing of Delphi
Corporation on October 8, 2005 as well as losses associated with the liquidation of the remaining asscts of
this business.

Income from discontinued operations, net of tax, for the year ended December 31, 2006 was $38.4
million, or $1.23 per diluted share, as compared to a loss of $27.4 million, or $0.88 per diluted sharc in
2005. The cffective tax rate for discontinued operations was 5.9% and 20.1%, respectively, for the years
ended December 31, 2006 and 2005. The lower rate in 2000 was a result of the utilization of carryforward
attributes and the realization of non-taxable gains. The benefit rate in 2005 resulted from the reserve of
certain deferred tax assets related to loss carryforwards the Company believed may not be realized.

Net income of $215.7 million, or $6.93 per diluted share, for the year endcd December 31, 2006 was
103% higher than $106.4 million, or $3.42 per diluted share, for the year ended December 31, 2005.

2005 Compared to 2004
Consolidated Results of Continuing Operations

Net sales of $2.21 billion for the year ended December 31, 2005 werc $210.4 million, or 11%, above
2004 net sales of $2.00 billion. Organic growth, primarily in the Construction Materials and Transportation
Products scgments, accounted for approximately 889% of the improvement. Acquisitions within the
Industrial Components segment and Specialty Products segment contributed approximately $28.8 million,
or 14% of the improvement. fncreased selling prices and product mix accounted for approximately 8% of

18




the 11% improved sales performance. Incrcased volumes accounted for the remaining improvement of
approximately 3%. The impact of changes in foreign currency rates was negligible.

Caost of goods sold of $1.77 billion for the twelve months ended December 31, 2005 increased $161.3
million over $1.61 billion in 2004. Higher raw material costs accounted for approximately 83% of the
increase, and were largely attributable to commodities the Company uses in its manufacturing processes
whose costs can be impacted by petroleum based market conditions.

Gross margin of 19.8% recognized in 2005 was slightly higher than gross margin of 19.5% in 2004.
The improvement in gross margin was largely attributable to increased selling prices and product mix. The
Company implemented higher selling prices in 2005 primarily to offset increased raw material costs.

Selling and administrative expenses of $213.2 million for the year ended December 31, 2005 were
approximately 6% above $200.6 million in 2004. The majority of the increase was attributable to variable
expenses associated with increased sales, the most significant being sales commissions. Such expenses
typically increase or decrease with the level of sales. As a percent of net sales, selling and administrative
expenses were approximately 9.7% and 10.0% for the years ended December 31, 2005 and 2004,
respectively.

Research and development expenses of $15.4 million in 2005 were approximately 5% higher than in
2004, primarily relating to increased activity in the Construction Materials scgment. As a percent of sales,
research and development expenses in 2005 were consistent with 2004,

Other income, net of $0.8 million for the twelve months ended December 31, 2005 compared to other
income, net of less than one hundred thousand dollars for the samc period in 2004. Included in 2005
results was a gain of $3.6 million on proceeds received from certain legal actions initiated by the Company,
gains of $1.6 million recognized on the sale of certain assets, and a $1.3 million gain recognized on
insurance proceeds. Also included in 2005 results were cquity earnings from the Company’s joint ventures
of $3.6 million. Offsetting these gains was a charge of $4.0 million rclated to a lease arrangement for a
closed facility in the General Industry segment, expenses of $4.3 million rclated to the Company’s
securitization program and foreign exchange losses recorded on subsidiary debt of $1.4 million. Results for
the 2004 period included equity earnings of $3.3 million and gains on the receipt of insurance proceeds of
$1.9 million. Offsctting these gains were expenses of $2.6 rclated to the write-off of assets associated with
the spring brake business and $1.8 million of expenses related to the Company’s securitization program.

Earnings before interest and income taxes for the ycar ended December 31, 2005 werc $210.1 miilion,
a 21% improvement over $173.7 million recognized in 2004, Most of the improvement occurred in the
Construction Materials segment and to a lesser extent, the Transportation Products scgment, and were
partially offset by lower year-over-year earnings in the General Industry and Industrial Components
scgments.

Interest expense, net of $15.9 million for the twelve months ended December 31, 2005 was 11% higher
than interest expense, net of $14.4 million in 2004. The increase was due primarily to higher average
borrowings throughout the year used to support working capital needs, capital expenditures and
acquisitions. Unfavorable positions on the Company’s interest rate swaps relative to 2004 were more than
offset by higher capitalized interest relating to increased capital spending as compared to 2004,

Income tax expense of $60.5 million in 2005 represented an effective tax rate of 31.1% and included a
benefit of $3.0 million related to a favorable adjustment of the Company’s tax liabilities resulting from the
final settlement of the 2002 and 2003 federal tax filings and certain state tax filings from 1997 to 1999.
Income tax expense of $48.6 million in 2004 represented an effective tax rate of 30.5% and included a $3.7
million benefit related to favorable federal and state tax settlements.

Income from continuing operations, net of tax was $133.7 million, or $4.30 per diluted share, for the
year ended December 31, 2005, a 22% improvement over $110.7 million, or $3.53 per diluted share, for the
year cnded December 31, 2004,
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Consolidated Results of Discontinued Operations

Loss from discontinued operations for the year ended December 31, 2005 was $34.2 million as
compared to $48.7 million in 2004. 2005 results included an impairment charge against fixed asscts as well
as a loss on the sale of substantially all of the assels of thc Company’s discontinucd automotive
components operations, which in combination totaled approximately $29.2 million before taxes. Also
impacting results were after-tax reserves of $7.2 million recorded against the retained accounts reccivable
of the automotive componcnts business related 1o the Chapter 11 bankruptey filing of Delphi Corporation
on October 8, 2005 as well as losses associated with the liquidation of the remaining assets of this business.
Results for the twelve months ended December 31, 2004 included a pre-tax charge of $40.3 million related
to the writc-off of goodwill and $4.4 million of other assets associated with the automotive componecnts
businesses. Results for the sysiems and equipment group were positive in both years, reporting pre-tax
carnings of $12.8 million and $11.3 million for the twelve months ended December 31, 2005 and 2004,
respectively.

Loss from discontinued operations, net of tax, for the year ended December 31, 2005 was $27.4
million, or $0.88 per diluted share, as compared to $31.1 million, or $0.99 per diluted share in 2004. The
effective tax rate for discontinued opecrations was 20.1% and 36.0%, respectively, for the years ended
December 31, 2005 and 2004. The lower benefit rate in 2005 resulted from the reserve of certain deferred
tax assets related to loss carryforwards the Company believed may not be realized.

Net Income

Net income of $106.4 million, or $3.42 per diluted share, for the year ended December 31, 2005 was
34% higher than $79.6 million, or $2.54 per diluted share, for the year ended December 31, 2004.

Acquisitions

In July 2005, the Company acquired the heavy-duty brake lining and brake shoe assets of Zhejiang
Kete (“Kete”) for approximately $34.2 million, of which approximately $28.3 million was paid in 2005, and
the remainder in 2006. Located in Hangzhou, China, Kete is included in the Specialty Products segment
and its operating results have been included in this scgment since the acquisition. The Company has
allocated the purchase price among the assets acquired, resulting in goodwill of approximately $26.5
million and identified intangible assets of approximately $2.5 million.

In October 2005, the Company acquired the off-highway brake assets of ArvinMeritor, Inc. for
approximately $39.0 million. The acquisition included manufacturing assets and inventory from the
ArvinMeritor facilities in York, SC, Lexington, KY and Cwmbran, South Wales, U.K. These assets were
transitioned for the production of the off-highway motion control systems products of the Specialty
Products segment. The Company has allocated the purchase price among the assets acquired, resulting in
goodwill of approximately $14.3 million and identified intangible assets of approximately $13.0 million.
Operating results have been included in the Specialty Products segment since the acquisition date.

On June 30, 2004, the Company acquired the specialty tire and wheel business of Trintex Corporation
for $32.5 million. The operating results of Trintex Corporation sincc the acquisition, are included in the
Industrial Components segment. The Company has completed the allocation of the purchase price among
the acquired assets and liabilitics assumed, resulting in goodwill of $24.9 million. Allocations among other
major asset and liability classes were not material. The purchase agreement contains an earnout provision
based on operating performance Over a four-year period starting from the acquisition date. There have
been no earnout payments through December 31, 2006. Any future amounts payable under this provision
will be treated as a portion of the purchase price and allocated to goodwill.
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Operating Segments

The following table summarizes Segment net sales and EBIT. The amounts for cach segment should
be referred to in conjunction with the applicable discussion below.

Increase (Decrease) Increase (Idecrease)
2006 2005+ Amount  Percent 2005* 2004* Amount  Percent
{In thousands, except percentage)

Net Sales
Construction Materials .., .. SLITLIBY § 865,652 $245,532 28% § 865652 § T2 1958 $143.694 2%
Industrial Components . ..., ... 764,506 747,859 16,647 2% 747,859 727,189 20,670 3%
Specialty Products. . .., ... ... 187,578 151,960 35,618 23% 151,960 133,753 18,207 14%
Transportation Products . . . .. _ 183,006 154,474 28,532 18% 154,474 113,803 40,671 36%
General Industry. .,....... .. 326,236 287,020 39.216 4% 287.020 299897 (1 2,877 _ 4%
$2,572,510 32,206,965 $365,545 _ 7% $2.206,965 § 1,996,600 $210.365 _11%

Eamings Before Interest and Inconie

Taxes
Construction Materials . . ., .. . § 170,720 $ 131,844 § 38,876 29% % 13i844 § 94,478 $ 37,366 40%
Industrial Components ... ... .. 60,429 55,253 5,176 9% 55,253 61,067 (5814) -10%
Specialty Products. ... ... ... . 11,424 13,554 (2,130)  -16% 13,554 5,233 8.321 159%
Transporiation Products . .. .. . 30,378 21,152 9,226 44% 21,152 6,408 14,744 230%
General Industry ... ..., . 3L140 17,659 13,481 76% 17,659 27,920 (10,261) -37%
Corporate ......... ... . . (28,460) (29.381) 921 3% _ {(29.381) (21.431) (7,950) -37%

$ 275631 $ 210081 § 65,550 % $ 210081 % 173,675 § 36,406 A%

2005 and 2004 figures have been revised 1o exclude discontinued operations,
Construction Materials
2006 Compared 1o 2005

Net sales in the Construction Materials segment were $1.11 billion for the year ended December 31,
2006, an increase of 28% over $865.7 million recognized in 2003, representing growth in all product lines,
The improvement over the prior-year was attributable primarily 1o higher volumes of thermoplastic
polyolefin (“TPO™) membrane and insulation reflecting the expansion of the Company’s geographic reach
and focus on total system sales.

Segment EBIT of $170.7 million for the twelve months ended December 31, 2006 represented a 29%
improvement over 2005. EBIT as a percentage of sales (“EBIT margin”) was 15.4% in 2006 as compared
to 15.2% in 2005. Current year results reflected equity income of $6.0 million related to Icopal, up from

Smithfield, PA facility began production in August 2006. These two new insulation facilities complement
the four other insulation operations in Kingston, NY; Franklin Park, IL; Lake City, FL; and Terrell, TX.
Its domestic roofing cthylene Propylene diene terpolymer (“EPDM”) manufacturing operations are
located in Carlisle, PA and Greenville, I1..
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Net sales and EBIT arc gencrally higher for this segment in the second and third quarters of the year
due to increased construction activity during these periods. The Company has benefited from very
favorable market conditions in recent quarters, and thus performance in subsequent periods may not
compare as favorably. Overall market conditions for commercial roofing continuc 10 look favorable;
however growth is not expected to be as strong as in previous periods. Uncertainties as to interest rates.
raw material inflation, energy Costs and weather conditions could have ncgative impacts on the market and
the growth and margin performance of the segment.

2005 Compared 1o 2004

Net sales in 2005 were 20% above 2004. Sales were up in all product lines with sales of insulation
products as well as EPDM and TPO membranc and accessorics accounting for more than half of the
increase. Higher selling prices, necessary to combat incrcased raw material costs, contributed to the
improvement.

Scgment EBIT of $131.8 million for the twelve months ended December 31, 2005 represented a 40%
improvement over 2004. As a percent of sales, EBIT was 15.2% in 2005 as compared to 13.1% in 2004. The
improvement reflected increased sales across all product lines, which werc positively impacted by increased
sciling prices which more than offset higher raw material costs. Included in segment carnings for the twelve
months cnded December 31, 2005 was $2.5 million of equity income from lcopal. This compares to 524
million recognized in the same period of 2004, Also, included in the results for the year ended
December 31, 2005 was a $1.3 million gain recordcd from the receipt of insurance proceeds, as well as a
gain of $0.8 million recognized on the sale of property. Results for the 2004 year included a gain of $1.9
million also related to insurance proceeds.

Industrial Components
2006 Compared to 2005

Net sales for the year ended December 31, 2006 were $764.5 million, a 2% increase over net sales in
the prior year. Net sales in the tire and wheel business were 307, above 2005 levels, primarily reflecting an
increasc in sclling prices. Increascd sales in the commercial outdoor power cquipment, high-speed trailer,
all terrain vehicles (“ATV”) and replacement markets offsct lower sales in the consumer power cquipment
market. Sales in the power transmission belt business were flat compared to last year. Sales were higher in
commercial outdoor power equipment and distribution channels, and offset reduced sales of lower-margin
business.

Segment EBIT for the twelve months ended December 31, 2006 was $6(.4 million, representing a 9%
increase as compared to 2005 Included in current year results was a curtailment gain of $5.6 million on
retirce medical benefits, a $1.5 million gain resulting from proceeds received from certain legal actions
initiated by the Company, and a $0.6 million gain on the sale of property. These gains offset lease
termination costs of $1.3 million and asset charges related to clased facilities of $1.2 million. Results for
the prior year included a gain of $3.6 million related to proceeds from legal actions. As a pereent of sales,
EBIT margins increascd to 7.9% in the current year from 7.4% in 2005, reflecting increased selling prices
and increased sales of higher-margin products.

Net sales and EBIT are generally higher in the first half of the year duc 1o peak sales volumes in the
outdoor power cquipment market. Overall, demand began 10 show improvement in the fourth quarter of
2006 and the Company built inventorics for anticipated demand in the first quarter of 2007; however,
results in future periads could be ncgatively impacted should this trend not continue.

In February 2007, the Company purchased the asscts of Meixian Tengfei Tyre Co., Ltd. (“Meiyan”) in
Meizhou. Guandong, China for $19.6 million. Refer to Note 21 in the Notes to the Consolidated Financial
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Statements in Item 8. This acquisition provides the capability to produce steel-belted radial trailer tires.
Additionally, it will provide enhanced manufacturing capabilitics for larger tires for the agriculture and
construction markets, which is a growth platform for the Industrial Componcents scgment.

2005 Compared to 2004

Net sales in 2005 were 3% above 2004. Net sales in the tire and wheel business were 6% above 2004
levels, reflecting higher sales in the outdoor power equipment, ATV, and replacement markets offsetting
lower sales of styled wheels. Sales price increases implemented to offsct higher raw material and utility
costs contributed to the improvement and helped to offset weaker demand in the lawn and garden market.
Acquisitions contributed $17.5 million to the improvement over 2004. Net sales in the power transmission
belt business were down 9% from 2004 reflecting reduced demand in the lawn and garden and agricultural
markets. Demand in the distribution market, while down for the year, began to show signs of recovery in
the fourth quarter.

Scgment EBIT for 2005 was down 109 as compared to 2004. Most of this decrease was related to
lower carnings in the power transmission belt business relating to continued increases in raw materials and
higher energy costs as well as increased expensces related to the shut-down of its union facility in Red Wing,
MN and start up costs for increased production capacity at its facilitics in Fort Scott, KS and Shenzhen,
China. Proceeds related to certain legal actions initiated by the Company contributed $3.6 million to
carnings in 2005. Earnings were flat as compared to 2004 in the tire and wheel business. As a percent of
sales, EBIT fell from £.4% in 2004 to 7.4% in 2005, reflecting extended shutdowns and model changeovers
by lawn and garden original equipment manufacturers, as well as increased raw material and cnergy costs,
partially offset by increased selling prices.

Specialty Products
2006 Compared to 2005

Net sales of $187.6 million for this scgment in 2006 increased $35.6 million, or 23% from the prior
year, Sales of off-highway products increased 45% over the prior year, reflecting the acquisition of the off-
highway brake assets of ArvinMeritor, Inc. Sales of on-highway products were down slightly as compared
to the prior vear.

Segment EBIT fell to $11.4 million for the year ended December 31, 2006, a decrease of 16% from
the prior year, Positive carnings from off-highway products relating to the ArvinMeritor asset acquisition
were offset by manufacturing inefficiencics and charges associated with the intcgration of the Kete
acquisition.

The braking business” off-highway products are usually not subject to seasonality while the sales and
carnings for the on-highway products tend to be strongest in the second quarter to coincide with increased
truck and trailer maintcnance typically scheduled in the spring. Certain legislation enacted by the
Environmental Protection Agency which was effective January 1, 2007, resulted in increased demand in
2006 and will most likely result in a decreasc in demand by OEM customers in 2007, The Company has
sccured and is working to identify additional replacement business to offset this possible decrease in
demand. While there is no certainty as to the impact of these regulatory changes on 2007 sales and
carnings, management believes they have mitigated a portion of the anticipated decline in demand. From
time to time, the Company is subject to constraints in the availability of raw materials as well as to volatility
in the costs of these raw materials. The brake business has experienced no significant raw material
constraints in 2006; however, not all increases in raw material costs have been recovered through price
incrcases. There is no guarantec that raw material availability and cost will not negatively impact future
carnings for this segment. The Company could also be negatively impacted by cost and availability of
shipping channels and the amount of time required to ship product manufactured in China.




2005 Compared to 2004

Net sales of $152.0 million for this segment in 2005 increased by $18.2 million, a 14% improvement
over 2004. The acquisitions of two brake businesses contributed approximately $11.3 million to net sales in
2005. EBIT of $13.6 million increased $8.3 million, up from $5.2 million recognized in 2004. The
improvement primarily reflected the impact of acquisitions in the fourth quarter of 2005. 2004 results also
included a $2.6 million charge related to the write-off of certain assets of the spring brake business.

Transportation Products

2006 Compared to 2005

Net sales for this segment in 2006 of $183.0 million increased by $28.5 million, an improvement of
189% over net sales of $154.5 million in 2005, The increase represented increased demand for all product
lines, the largest of which were in specialized, construction and material hauling trailers. Also contributing
to the improvement were increased selling prices and favorable product mix.

$30.4 million for the year cnded December 31, 2006, up 44% from EBIT of $21.2
proved from 13.7% recognized in 2005 to 16.6% in 2006.

Scgment EBIT was
million in 2005. As a percent of sales, EBIT im
The improved performance is primarily the result of higher sales.

The specialty trailer business utilizes aluminum and steel in its manufacturing process. While the
Company has been ablc to obtain sufficient supply of these raw materials, at times the Company may be
subjected to limited availability as well as price volatility, which could have a significant impact on the
profitability of this business. The Company has benefited from very favorable market cycle conditions in
2006 and 2005, and thus performunce in subscquent periods may not compare as favorably as in reccnt

periods.

2005 Compared to 2004

Net sales in the Transportation Products segment grew 36% for the twelve months ended
December 31, 2005 as comparcd 10 the prior year, reflecting significant growth across all product lines.
EBIT for the segment grew $14.7 million in 2005 as compared to 2004, reflecting improved salcs.

General Industry

2006 Compared to 2005

Net sales of $326.2 million for the year ended December 31, 2006 were $39.2 million or 14% highcr
than $287.0 million in 2005. The most significant improvement occurred in the refrigerated truck bodies
business, which reflected higher utilization in the current year as compared to the prior year which was
negatively impacted by a fabor dispute. Net sales were 15% higher in the high-performance wire and cable
business and reflected record sales on increased demand for all product lines. Net sales in the foodservice
business grew 5% over prior year, where growth was slowed as a result of increased fucl and encrgy costs

during the year.

EBIT grew $13.5 million in 2006, a 76% increase over the prior ycar, As a percent of sales, EBIT
improved to 9.5%, up from 6.2% in 2005. The improvement reflected improved sales performances in the
refrigerated truck bodies and high-performance wire and cable businesses. Production efficiencies in the
foodscrvice business also contributed to the improvement. Current year results included a $2.5 million loss
related to an arbitration proceeding concerning
included a $4.0 million charge related toa leasc arrangement for a closed facility. Both ch

the high-performance wire and cable business.

the termination of a supply arrangement. Prior year results
arges occurred in
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Market conditions continue to lock favorable for the businesses in this scgment; however,
uncertainties regarding raw material inflation, and other economic factors such as interest rates and energy
costs could place negative pressure on growth and margin performance.

2005 Compared to 2004

Net sales for this segment in 2005 decreased 4% from the prior year. Net sales in the foodservice and
high-performance wire and cable businesses both showed improved performance over 2004, but were
offset by a 33% reduction in sales in the refrigerated truck bodies business partially attributable to a labor
dispute that began in the first quarter of 2005 and ended in the fourth quarter.

EBIT for this segment decreased 37% in 2005 as compared to 2004, As a percent of net sales, EBIT
declined to 6.2%, down from 9.3% recognized in 2004. The primary reason for the decline in earnings was
a loss in the Company’s refrigerated truck bodies business, which suffered from a labor dispute. Also
ncgatively impacting 2005 results was a $4.0 million charge related to a lease arrangement for a closed
facility in the high-performance wirc and cable business, which overshadowed improved performance
driven by higher demand.

Corporate

Corporate expenses decrcased slightly for the twelve months ended December 31, 2006 as compared
to 2005, Higher personnel costs and expenses related to the Company’s adoption of Statement of Financial
Accounting Standards No. 123(R), Share-Based Payment, under which the Company began recognizing
expense for the issuance of stock options negatively impacted current year results. Corporate expenses in
2005 included foreign exchange losses on subsidiary debt, which did not occur in 2006. As compared to the
year ended December 31, 2004, corporate expenscs were higher in 2005 primarily attributable to foreign
exchange losses on subsidiary debt, an increase in the utilization of the Company’s securitization program
as well as the increased staffing necessary to achieve the Company’s strategic objectives. As a percent of
nct sales, corporate expenscs were 1.1%, 1.3% and 1.1% in 2006, 2005 and 2004, respectively.

Balance Sheet

Receivables of $355.4 million at December 31, 2006 represented a $192.4 million increase as
compared to receivables of $163.0 million at December 31, 2005, The increase primarily resulted from
lower sales of accounts reccivable in the Company’s sceuritization program, reflecting the use of the
proceeds received from the issuance of 6.125% senior notes in the third quarter of 2006, Also contributing
to the increase were higher receivables in the Construction Materials segment reflecting improved sales.

Inventories incrcased $74.1 million, up from $337.8 million at December 31, 2005 to $411.9 million at
December 31, 2006. The largest increases in inventorics occurred in the Construction Materials and
Industrial Components segments resulting from increased capacity and planned builds of inventory levels
to meet projected sales demand during the first half of 2007.

Prepaid expenses and other current assets incrcased by $9.3 million from $21.9 million at
December 31, 2005 to $31.2 million at December 31, 2006, primarily from increased tax refunds owing to
the Company.

Current assets held for sale were $0.9 million at December 31, 2006 compared to $67.6 million at
December 31, 2005, reflecting the sale of the systems and equipment businesses in 2006.

Property, plant and equipment, net, increased by 330.3 million from $432.0 million at December 31,
2005 to $462.3 million at December 31, 2006 primarily as a result of increased capital spending in the
Construction Materials segment related to the construction of new production facilities.
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Goodwill, net, of $309.7 million at December 31, 2006 decreased $13.9 million from $323.6 million at
December 31, 2005, primarily as a result of purchase accounting adjustments finalized in 2006, related to
the 2005 braking business acquisitions.

Patents and other intangible assets, net increased $11.7 million from $7.6 million at December 31,
2005 to $19.3 million at December 31, 2006. The incrcasc was primarily due to purchase accounting
adjustments finalized in 2006, rclated to the 2005 braking busincss acquisitions.

Investments and advances to affiliates increased $14.1 million, up from $86.6 million at December 31,
2005 to $100.7 million at December 31, 2006, reflecting equity income from Icopal of $6.0 million in 2006
along with favorable foreign currency adjustments.

Non-current assets held for sale were $0.4 million at December 31, 2006 compared to $46.4 million at
December 31, 2005, reflecting the sale of the systems and equipment businesses in 2006.

Short-term debt, including current maturities, at December 31, 2006 was $151.7 million as compared
to $38.0 million at December 31, 2005. The increase reflects the reclassification to short-term of the
Company's 7.25% scnior notes, which matured in January 2007, as well as the payoff of shorter-term

borrowings financed by the issuance of new 6.125% notes in the third quarter of 2006.

Accounts payable of $143.0 million at December 31, 2006 were $15.4 million higher than accounts
payable at Decembcer 31, 2005 of $127.6 million primarily related to increased production activity in the
Construction Materials and Industrial Components segments.

Accrued expenses of $155.9 million at the end of 2006 were $19.3 million higher than accrued
expenses at December 31, 2005 of $136.6 million. The incrcase primarily related to liabilitics retained
subscquent to the sale of the systems & equipment businesses, increased rebate accruals and incrcased
interest payable partially offset by a decreasc in taxcs payable.

Current liabilities associated with assets held for sale decreased from $41.8 million at the end of 2005
to $0.1 million at December 31, 2006, refiecting the sale of the systems & equipment businesses in 2006,

Long-term debt of $274.7 million at December 31, 2006 declined slightly from $282.4 million at the
end of 2005, The Company’s 7.25% $150.0 million scnior notes werce reclassified to short-term debt and
werc replaced with 6.125% $150.0 million senior notes.

Other long-term liabilities of $1 11.6 miltion in 2006 were $8.6 million higher than $103.0 million at
December 31, 2005. The incrcasc was primarily a result of higher net deferred tax liabilities which were
partially offset by a reduction in liabilitics related to pension and other post-retirement obligations.




Liquidity and Capital Resources

Sources and Uses of Cash

2006 2005* 2004
In thousands
Net cash provided by operating activities. ...................... $ 19878 8 209,677 $116,743
Net cash provided by (used in) investing activities. .............. 1L119  (144,438) (97,179)
Net cash provided by (used in) financing activities .............. 74,450 (51,245)  (18,021)
Effect of exchange rate changesoncash ....................... (163) (267) 114
Change in cash and cash equivalents ........................ $105.284 § 13727 § 1,657

*  Reflects certain reclassifications necessary to conform to current year presentation. See Note 1 to the

Consolidated Financial Statements in [tem 8.
2006 Compared to 2005

Net cash provided by operating activities was $19.9 million in the twelve months ended December 31,
2006, compared to net cash provided by operating activitics of $209.7 million in the year ended
December 31, 2005. Net cash provided by operating activities in 2006 included a reduction in operating
cash flow of $137.9 million for the reduction in the utilization of the accounts receivable facility. While net
income was higher for the twelve months ended December 31, 2006, working capital needs also increased
primarily as a result of significant sales growth within the Construction Materials segment. Cash provided
from operating activities in 2005 included proceeds of $17.9 million received from the Company’s
securitization program and the collection of approximately 342 miilion of receivables retained from the
sale of the automotive components business. '

Cash provided by investing activities was $11.1 million for the year ended December 31, 2006 and
included $99.5 miilion, net of transaction costs, of proceeds from the sale of the systems and equipment
businesses. These proceeds were largely offset by capital expenditures of $95.5 million for 2006. Capital
expenditures were $108.2 million in 2005, and the Construction Materials segment represented the
majority of capital expenditures for both 2006 and 2005. Cash used for investing activities of $144.4 million
in 2003 also included $67.3 million used to fund the acquisition of two braking businesses for the Specialty
Products segment. In addition, proceeds from the sale of investments, property and equipment in 2005
included the cash proceeds from the sale of certain assets of the Company’s discontinued automotive
components business and the sale of property in the Construction Malcrials scgment,

Cash provided by financing activities was $74.5 million for the twelve months ended December 31,
2006 compared to cash used of $51.2 million in 2005. Cash provided by financing activitics in 2006 reflects
$150.0 million in ten-year notes that were issued in August 2006 in anticipation of the Company’s 7.25%
$150.0 million notes which matured January 2007. Short-term borrowings in 2005 included borrowings
used to repatriate forcign carnings for reinvestment in the U.S.. In 2005, the Company used approximately
$46.0 million to finance the purchase of 680,900 shares of its common stock which was partially offset by
proceeds from the exercise of stock options.

2005 Compared to 2004

Net cash provided by operating activities of $209.7 million in the twelve months ended December 31,
2005 was $92.9 million higher than net cash provided by operating activities of $116.7 million in the year
ended December 31, 2004. Increased earnings and a reduction in cash needed for working capital
contributed to the improvement. Cash provided from operating activitics in 2005 included proceeds of
$17.9 million received from the Company’s securitization program as comparcd to $53.0 million in 2004,
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Cash provided by operating activities in 2005 also included the collection of approximately $42 million of
receivables retained from the sale of the automotive components business.

Cash used in investing activitics of $144.4 million for the year ended December 31, 2005 represented a
$47.2 million increase compared to cash used in investing activities of $97.2 million in 2004, Capital
expenditures of $108.2 miltion in 2005 were $30.6 million higher than in 2004, reflecting spending for new
production plants for the Construction Materials segment and a new distribution center in the General
Indusiry scgment. Cash used in investing activities in 2005 also included $67.3 million to fund the
acquisition of two braking businesses for the Specialty Products segment. Cash used in investing activitics
in 2004 included the acquisition of Trintex Corporation, a specialty tire and wheel company, for
approximately $32.5 million. Proceeds from the sale of investments, property and equipment in 2005
included the cash proceeds from the sale of certain assets of the Company’s discontinued automotive
components business and the salc of property in the Construction Materials segment. Proceeds from the
sale of investments, property and cquipment in 2004 included the sale of properties acquired with the
May 2003 acquisition of Flo-Pac, a specialty manufacturer of brooms, brushcs, rotary brushes and clcaning
tools in the sanitary maintenance market, reported in the General Industry segment.

Cash used in financing activities was $51.2 million for the twelve months ended December 31, 2005
compared to cash used of $18.0 million in 2004. Short-tcrm borrowings in 2003 included borrowings used
to repatriate foreign carnings for rcinvestment in the United States. In 2005, the Company ilso uscd
approximately $46.0 million to finance the purchase of 680,900 shares of itls common stock which was
partially offsct by proceeds from the exercise of stock options.

Debt Instruments, Guarantees and Covenants

The following table quantifics certain contractual cash obligations and commercial commitments at
December 31, 2000:

Total 2007 2008 2009 2010 2011 Thereafter
1n thousands

Short-term credit lines and long-

termdebl ... $427,483  $151,742 112742 & — §  — §  — 5162999
Interest on long-term debt{1). .. 123,570 18,549 13,148 10,524 10,330 10,535 60,284
Noncancelable operating Icases 52,126 14,567 11,128 7.790 6.331 4,787 7.523
Purchasc obligations .. ........ 77.484 25.828 25.828 15828 — — —
Total Commitments .........- S630.663  $210.680 $162.846  $44,142 $16.861  $15.322 £23(.806

(1) Futurc cxpected interest payments are ealculated based on the stated rate for fixed rate debt and the cffective
intcrest rate as of December 31, 2006 for variable rate debt.

The above table does not include $111.6 million of other long-term liabilitics. Other long-term
liabilities consist primarily of pension, post-retirement medical benefits, deferred incomc tax and warranty
obligations. Duc to factors such as return on plan assets, disbursements, contributions, and timing of
warranty claims, it is not estimable when these will become due.

The Company has entered into long-term purchase agrecments cffective January 1, 2007 and cxpiring
December 31, 2009 for certain key raw materials. Commitments arc variable bascd on changes in
commaodity price indices. Bascd on prices at Deccmber 31, 2006, commitments under these agreements
total approximately $77.5 million.

The Company maintains $300.0 million revolving credit facility, of which $296.5 million was
availabic at December 31, 2006. The Company also maintains a $55.0 million uncommitted line of credit.
which was fully available as of December 31, 2000. ‘
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On July 19, 2006, the Company renewed its accounts receivable securitization facility. At
December 31, 2006, the entire $150 million was available under this facility.

At December 31, 2006, letters of credit amounting to $48.5 million were outstanding, primarily to
provide security under insurance arrangements and certain borrowings.

The Company has financial guarantee lines in place for certain of its operations in Asia and Europe to
facilitate working capital needs, customer performance and payment and warranty obligations. At
December 31, 2006, the Company had issued guarantees of $3.1 million, of which $1.4 million represents
amounts recorded in current liabilities or Other long-term liabilities.

During 2005, the Company sold certain assets and liabilitics of its discontinued automotive
components business which was part of a series of sales. At the time of the sale, the discontinued
automotive components business was party to certain equipment and real property lease contracts, As part
of the sale, however, the Company was not released from its obligations under these contracts. In
September 2006, the buyer filed bankruptcy. As a result, during the fourth quarter of 2006, the Company
paid its obligations under the equipment lease and sold a portion of the related cquipment. The lease
buyout and equipment sale resulted in a loss of $2.6 million which is reflected in discontinued operations.
Further, the buyer also assumed certain real estate leases in Mexico for which the Company has provided
guarantecs. However, these facilities were not included in the bankruptcy filing and continue to be utilized
by the purchaser. The leases guarantced by the Company expirc in 2007 and 2011 and have total minimum
lease payments of $2.4 million as of December 31, 2006. The Company believes that the purchaser will
fulfill all obligations required by those lease agreements.

Under the Company’s various debt and credit facilities, the Company is required to meet various
restrictive covenants and limitations, including certain net worth, cash flow ratios and limits on outstanding
debt balances held by certain subsidiaries (“subsidiary debt limit”). On March 2, 2006, the lender amended
certain debt agreements to increase the Company’s subsidiary debt limit effective for the period beginning
December 23, 2005 up to December 31, 2006. As a result of those amendments to the debt agreements, the
Company was in compliance with all covenants and limitations in 2006 and 2005. On August 31, 2006, the
lender further amended the debt agreements to make the increased subsidiary debt limit effective through
the term of the agreements.

Off-Balance Sheet Arrangements

As previously discussed, the Company maintains a receivables securitization program with a financial
institution whereby it sells on a continuous basis an undivided interest in certain eligible trade accounts
reccivable to increase the diversity of its capital funding and reduce its cost of capital. The Company has
formed a wholly-owned domestic, special purpose, bankruptcy-remote subsidiary (“SPV™) for the sole
purpose of buying and selling receivables generated by the Company. The financial position and results of
operations of the SPV are consolidated with the Company. The trade accounts receivable are irrevocably
transferred to the SPV without recourse, and the SPV may from time to time sell an undivided interest in
these receivables of up to $150.0 million. In accordance with generally accepted accounting principles, the
Company recognizes the transactions under this program as a true sale, whereas creditors and rating
agencies may view advances on the sale of such interests as a liability. At December 31, 2006, the Company
had not received any advances under this program. The Company had received $137.9 million in advances
under this program at December 31, 2005.

Cash Management

Capital expenditures in 2007 are expected to be approximately $75.0 million, reflecting continuing
manufacturing expansions in the construction materials, transportation products and foodservices
businesses. Minimum contributions to the Company’s pension plans required in 2007 are expected to be
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$16.4 million. However, the Company expects to contribute approximately $20.2 million to its pension
plans in 2007 in order to qualify for transition relief under the Pension Protection Act of 2006.
Contributions to these plans in 2006 totaled $13.4 million. Cash contributions to the Company’s defined
contribution plans were $8.6 million in 2006 and are also expected to approximate that amount in 2007.

The Company is committed 1o paying dividends 0 its Sharcholders and has increased its dividend rate
annually for the past 30 years. The Company also plans to pay down debt to the extent possible.

The Company announced the reactivation of its share repurchase program in August 2004. In 2005,
the company repurchased 680,900 sharcs on the open market at a total cost of approximately $46.0 million.
In the fourth quarter 2004, the Company repurchased 324,600 shares on the open market ata total cost of
approximately $18.9 million. The Company did not have any repurchases in 2006. At this time, the
Company has authority to repurchasc an additional 370.945 shares. Additional shares may be repurchased
at management's dircetion. The decision to repurchase sharcs will depend on price, availability and other
corporate developments. Purchases may occur from time 10 time and no maximum purchasc price has
been sct.

As previously discussed, some of the Company’s scgments experience higher net sales and EBIT in the
first half of the year which could impact the timing of cash gencrated from operating activitics. The
Company believes that its operating cash flows, credit facilitics, accounts receivable securitizalion program,
lines of credit, and lcasing programs provide adcquate liguidity and capital resources to fund ongoing
operations, expand existing lines of business and make strategic acquisitions. However, the ability 1o
maintain existing credit facilitics and access the capital markets can be impacted by cconomic conditions
outside the Company’s control. The Company’s cost to borrow and capital market access can be impacted
by debt ratings assigned by independent rating agencies, based on certain credit measures such as interest
coverage, funds from operations and various leverage ratios.

Market Risk

The Company is exposed 1o the impact of changes in interest rates and market valucs of its debt
instruments, changes in raw material prices and foreign currency fluctuations.

Intcrnational operations arc exposed to translation risk when the local currency financial statements
are translated into U.S. Dollars. The Company monitors this risk, but at December 31, 2006 had no
translation risk hedges in place.

The Company is 2lso exposed to risks in the movements of foreign currency exchange rates for
transactions denominated in foreign currencics. Revenues for sales of products manufactured in China for
the North American market are generated predominatcly in U.S. Dollars. Many of the obligations incurred
by these opcrations arc settled in Chinese Renminbi or Hong Kong Dollars. Should the U.S. Dollar
weaken significantly against the Renminbi or Hong Kong Dollar. the Company’s results of operations
could be adversely affected. The Company continues to monitor developments in China that may affcct its
stratcgy and will hedge its currency risk exposurc when deemed effective and prudent. While the Company
is exposed to the exchange raies of other currencies including the Canadian Dollar, British Pound,
Mexican Peso and European Euro, their risk is considered minimal. Less than 6% of the Company’s
revenucs from continuing operations for the year ended December 31, 2006 arc in currencies other than
the U.S. Dollar.

From time to time the Company may manage its interest rate exposure through the us¢ of treasury
locks and interest rate swaps to reduce volatility of cash flows, impact on earnings and to lower its cost of
capital. On November 14, 2006. the Company entered into treasury lock contracts with a notional amount
of $100.0 million to hedge the cash flow variability on forecasted debt interest payments associated with
changes in intcrest rates. These contracts have been designated as cash tlow hedges and werc decmed
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effective at the origination date and as of December 31, 2006. The valuation of these contracts resulted in
an asset of $0.7 million as of December 31, 2006.

On June 135, 2005, the Company entered into treasury lock contracts with a notional amount of $150.0
million to hedge the cash flow variability on forecasted debt interest payments associated with changes in
interest rates. These contracts were designated as cash flow hedges and were deemed effective at the
origination date. On August 15, 2006, the Company terminated the treasury lock contracts resulting in a
gain of $5.6 million ($3.5 million, net of tax) which will be amortized to reduce interest expense until
August 2016, the term of the interest payments related to the $150.0 million in notes issued on August 18,
2006. At December 31, 2006, the Company had a remaining unamortized gain of $5.4 million ($3.4 million,
nct of tax) which is reflected in Accumulated other comprehensive income on the Company’s Consolidated
Balance Sheets.

In April 2005, the Company terminated certain interest rate swaps entered into during 2003 with a
notional amount of $75.0 million that hedged the market risk associated with the Company’s fixed rate
debt. The termination of those contracts, which were designated as fair value hedges, resulted in a loss of
$1.4 million, which will be amortized to interest expense until Janvary 2007, the original termination date
of the swap. At Dccember 31, 2006, the Company had a remaining unamortized loss of $0.1 million
reflected in long-term debt,

In December 2001, the Company entered into a $150.0 million notional amount interest rate swap,
which was designated as a fair value hedge, to hedge a portion of the exposure associated with its fixed rate
debt. This fair value hedge was deemed effective at the origination date. On July 16, 2002, the Company
terminated $50.0 million notional amount of this fair value hedge resulting in a gain of $1.6 million, which
was amortized 1o reduce interest expense through December 2006, the original termination date of the
swap. On September 19, 2002, the Company terminated the remaining $100.0 million notional amount on
the fair value hedge resulting in a gain of $7.3 million, which was amortized to reduce interest expense
through December 2006. There were no interest rate swaps in place as of December 31, 2006.

The Company’s operations usc certain commeodities such as plastics, carbon black, synthetic and
natural rubber and steel. As such, the Company’s cost of operations is subject to fluctuations as the
markets for these commodities change. The Company monitors these risks, but currently has no derivative
contracts in place to hedge these risks.
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Environmental

Management recognizes the importance of the Company’s responsibility with regard to environmental
compliance. Programs ar€ in place to monitor and test facilities and surrounding property and, where
practical, to recycle materials. The Company has not incurred material charges relating to environmental
matters in 2006 or in prior years, and none are currently anticipated.

Discontinued Operations and Assels Held for Sale

As part of its commitment to concentrate on its core businesses, in September 2006, the Company
announced plans to exit the giftware business of the foodservice products business. The sale is expected to
be completed in 2007. In Novemnber of 2005 the Company announced plans to sell its systems and
cquipment businesses. In 2004, the Company disclosed plans to sell three businesses including the plastic
components operation of the tirc and wheel business, the pottery business of the foodservice products
business, as well as all operations of the automotive components business. The assets of these operations
have met the criteria for, and have been classified as “held for sale” in accordance with SFAS 144,
« Accounting for the Impairment and Disposal of Long-Lived Assets.” In addition, results of operations
for these businesses, and any gains or losses recognized from their sale, are reported as “discontinued
operations” in accordance with SFAS 144.

Total assets held for sale at December 31 were as follows:

December 31, December 31,
2006 00
In thousands

Assets held for sale:

AUtOMOLIVE COMPONENLS . -+ o v v v v vnvnrenennrerremsre i trms st $ — § 716
Systems & EQUIPMENL « ... oveeesnsecmn e r it — 108,027
Giftware business of foodservice ProduCts .. ....veeromrrrerramrees 1,296 5,340

Total assets held fOr 8ale. . ..o veevevrvrreveremern e $1,296 $114,083
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The major classes of assets and liahilities held for sale included in the Company’s Consolidated
Balance Sheets were as follows:

December 31,  December 31,
2006 2005
In thousands

Assets held for sale;

RECEIVADIES . oot e e e e $ 141 $ 30,024
T ) e P 536 17,161
Precpaid expenses and other currentassets .........oooev oL, 219 20,454
Total current assets held forsale. . ... 896 67,639
Property, plant and equipment,net ............ ... oot — 22,689
Goodwill, net. ... —_ 20,322
Patents and other intangible assets,net. ........ ... ... ... L. — 566
Notes reccivablc and other assets . ... ..o i i e —_ 197
Investments and advances to affiliates . ........ . oo L 400 2,670
Total assets held forsale . ... v e $ 1,296 $114,083
Liabilities associated with assets held for sale:
Short-tem debt, including current maturities ......................... $ — b 156
Accountspayable ... ... e 137 33,676
ACCTUCA BXPEIISES . ¢ v oottt et e ir et ettt vt e e et e iareaas 5 7,022
Deferred revenuc . . ... o e e e e —_ 949
Total current liabilities associated with assets held forsale........... 142 41,803
Long-termdebt. .. ... e — 871
Other long-term liabilities. ... ... .. .. i i i e — 99
Total liabilities associated with asscts held forsale ............. ... .. ..... $ 142 $ 42,773

Net sales and income {loss) before income taxes from discontinued operations were as follows:

December 31, December 31, December 31,
2006 2005 2004
In thousands

Net sales:
Plastic components operation of tire and wheel business. . $ — $ — $ 6,004
Automotive components. . ....... i 370 122,433 211,594
Pottery business of foodservice products................ — 245 2,079
Systems and equipment. . ......... ... iiiiiiiiia. 173,566 218,249 227,783
Giftware business of foodservice products .............. 2,344 2,645 3,230
Net sales for discontinued operations. ...................... $176,280 $343,572 $450,780
Income (loss) from discontinued operations:
Plastic components operation of tire and wheel business. . $ — $ (414) $ (8,504)
Automotive components. .. ... ... (4,278) (44,540) {48,025}
Pottery business of foodservice products. ............... — (1,481) (3,197)
Systems and equipment. ......... .. i, 49,474 12,808 11,259
Giftware business of foodservice products .............. (4,380) {(615) 2i7)
Income (loss) from discontinued operations. .. .............. $ 40,816 $(34,242)  §(48,684)

In 2006, the Company completed the sale of the systems and equipment businesses, resulting in a pre-
tax gain of $41.3 million.
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In 2005, the Company completed the sales of the plastic components operations of the tire and wheel
business and the pottery operations of the foodservice business, resulting in losses of less than $0.1 million
and $1.1 million, respectively. Included i 2004 results related to the plastic components operations of the
tire and wheel business were a $1.8 million charge related to a customer settlement and a $2.1 million
write-down to fair value of fixed assets.

The Company sold substantially all of the asscts of the automotive components business in 2003,
which resulted in a loss of $29.2 million before taxes. Not included in these transactions were a small
manufacturing facility and certain accounts receivable, which included amounts due from Delphi
Corporation which filed for bankruptcy protection under chapter 11 of the US. Bankruptcy Code on
October &, 2005. Also included in 2005 results were charges of $7.2 million rclated to the reserve of
receivables primarily associated with the commenced Delphi bankruptcy filing, as well as reserves against
losses associated with the sale of the remaining assets. The ultimate loss will be determined upon the sales
or other disposition of thesc remaining assets. In 2004, the Company recorded an impairment charge of
$40.3 million against the goodwill of this business based on management’s assessment of fair value as well
as a $4.4 million writc-down in a joint venture investment.

Critical Accounting Policies

The Company’s significant accounting policics arc more fully described in the Notcs to Consolidated
Financial Statements in Item 8. Certain of the Company’s accounting policies require the application of
significant judgment by management in scleeting the appropriate assumptions for calculating financial
estimates. By their nature, these judgments arc subject to an inhcrent degree of uncertainty. These
judgments ar¢ based on our historical experience, terms of cxisting contracts, our observation of trends in
the industry, information provided by our customers and information available from other outside SOUTCCS,
as appropriate. The Company considers certain accounting policics related to revenue recognition,
estimates of reserves for receivables and inventory, deferred revenue and extended product warranty,
valuation of long-lived assets, sclf-insurance retention, and pensions and other post-retirement plans to be
critical policies due to the estimation processes involved.

Revenue Recognition. Revenues are recognized when pervasive evidence of an arrangement exists,
goods have been shipped (or services have been rendered), the customer takes ownership and assumes risk
of loss, collection is probable, and the sales price is fixed or determinable. Provisions for discounts and
rebates to the customers and other adjustments arc provided for at the time of sale as a deduction 10
revenue.

Altowance for Doubtful Accounts. The Company performs ongoing credit cvaluations of its
customers and adjusts credit limits based upon payment history and the customer’s current credit
worthiness, as determined by the review of their credit information. Allowances for doubtful accounts are
estimated based on the evaluation of potential losses related to customer receivable balances. Estimates
are developed by using standard quantitative measures based on historical losses, adjusting for currcnt
economic conditions and, in some Cascs, evaluating specific customer accounts for risk of loss. The reserve
for doubtful accounts was $10.0 million at December 31, 2006 and $11.4 million at December 31, 2005,
Changgs in economic conditions in specific markets in which the Company operates could have an effect
on rescrve balances required.

Inventories. The Company values its inventories at the lower of the actual cost to purchasc and/or
manufacture the inventory or the current estimated market value of the inventory. Cost of inventories
includes raw materials, direct labor and manufacturing overhead based on practical capacity. In 2006 and
2008, 56% of the cost of inventorics was determined by the last-in, first-out method. The remainder was
determined by the first-in, first-out method. The Company regularly reviews inventory quantities on hand




for excess and obsolete inventory based on estimated forccasts of product demand and production
requirements for the next twelve months and issues related to specific inventory items.

Deferred Revenue and Extended Product Warranty. The Company offers extended warranty
contracts on sales of certain products; the most significant being thosc offered on its installed roofing
systems within the Construction Materials segment. The life of these warrantics range from five to thirty
years. All revenue for the sale of these contracts is deferred and amortized on a straight-line basis over the
life of the contracts. Current costs of services performed under these contracts are expensed as incurred.
The Company also records a loss and a corresponding reserve if the total expected costs of providing
scrvices under the contract exceed uncarned revenues. The Company estimates total expected warranty
costs using quantitative measures based on historical claims experience and management judgment,

Valuation of Long-Lived Assets and Acquired Intangibles. In accordance with SFAS 142, the
Company does not amortize goodwill. Instead, the Company performs a revicw of goodwill for impairment
annually, or carlicr, if indicators of potential impairment exist. The fair value of the assets, including
goadwill balances, is determined based on discounted estimated futurce cash flows. The assumptions used
to estimate fair value include managemerit’s best estimates of future growth rates, capital expenditures,
discount rates, and market conditions. If the estimated fair value of a business unit with goodwill is
determined to be less than its book value, the Company is required to estimate the fair value of all
identifiable assets and liabilitics of that business unit. This requires valuation of certain internatly
developed and unrecognized assets. Once this process is complete, the amount of goodwill impairment, if
any, can be determined. These valuations can be significantly affected by estimates of future performance
and discount rates over a relatively long period of time, market price valuation multiples and marketplace
transactions in related markets. These estimates will likely change over time. Some of our businesses
operate in cyclical industries and the valuation of these businesses can be expected to fluctuate as a result
of their cyclicality. Any resulting impairment loss could have an adverse impact on our financial condition
and results of operations.

Self Insurance Retention. The Company maintains self-retained liabilities for workers’
compensation, medical and dental, general liability, property and product liability claims up to applicable
retention limits. The Company estimates these retention liabilities utilizing actuarial methods and loss
development factors. The Company’s historical loss experience is considered in the calculation. The
Company is insured for losses in excess of these limits.

Pensions and Other Post-Retirement Plans. The Company maintains defined benefit retirement
plans for the majority of its employees. The annual net periodic expense and benefit obligations related to
these plans are determined on an actuarial basis. This determination requires assumptions to be made
concerning the discount rate, long-term return on plan assets and increases to compensation levels. These
assumptions are reviewed periodically by management in consultation with its independent actuary.
Changes in the assumptions to reflect actual experience can result in a change in the net periodic expense
and accrued benefit obligations. The defined benefit plans’ asscts consist primarily of publicly-listed
common stocks and corporate bonds, and the market valuc of these asscts is determined under the fair
value method. At December 31, 2006, plan assets were allocated 62% in equity securities, 33% in fixed
income securitics, 4% in alternative investments and 19 in cash. The Company uses a September 30
measurement date for valuation purposes. Deviations of actual results as compared to expected results are
recognized over a five-year period. The expected rate of return on plan asscts was 8.5% for the 2006
valuation. Whilc the Company believes 8.5% is a reasonable expectation based on the plan assets’ mix of
fixed income and equity investments, significant differences in actual experience or significant changes in
the assumptions used may materially affect the pension obligations and future expense. The effects of a
0.25% increase or decrease in the expected rate of return would change the Company’s estimated 2007
pension expense by less than $0.3 million. The assumed discount rate was 5.85% for the 2006 valuation.
The effects of a 0.25% incrcase or decrease in the assumed discount rate would change the Company’s
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total pension benefit obligation by less than $5.6 million. The Company has used an assumed rate of
compensation increase of 4.29% for the 2006 valuation. This rate is not expected lo change in the
foresecable future and is slightly higher than the Company’s actual rate of compensation increase over the
past few years.

The Company also has a limited number of unfunded post-retirement benefit programs that provide
certain retirees with medical and prescription drug coverage. The annual net periodic expense and benefit
obligations of these programs arc also determined on an actvarial basis and arc subject to assumptions on
the discount rate and increascs in compensation levels. The Company uscs a September 30 measurement
date for valuation purposes. The discount rate used for the 2006 valuation was 5.85%. The cffects of a 19
increase or decrease in assumed health care cost trend rates would not be material. Like the defined
benefit retirement plans, these plans’ assumptions are reviewed periodically by management in
consultation with its independent actuary. Changes in the assumptions can result in a change in the net
periodic expense and accrucd benefit obligations.

New Accounting Pronouncements

In January 2006, the Company adopted SFAS No. 123(R) (“SFAS 123(R)"), Share Based Payment.
This statement is a revision of SFAS No. 123, Accounting tor Stock-Based Compensation and supersedes
APB Opinion No. 25, Accounting for Stock Issued 10 Employces. SFAS 123(R) requires the expensing of
a1l share-based payments, including the issuance of stock options, based on the fair value of the award at
the grant date. Additionally, the new standard requires the usc of a fair-value measurement methodology
which takes into consideration the special nature of its awards, including carly exercise provisions. The new
standard also specifies that excess income tax benefits related to share-based compensation expensc
recognized direetly in equity are considered financing rather than operating cash flow aclivities.

The Company adopted this standard using the modificd prospective method as provided by
SFAS 123(R). This method requires the expensing of share-based awards issucd on or after the date of
adoption as well as the unvested portion of awards issued before the date of adoption {see Note 11). The
Company is using the Black-Scholes method for measuring the fair valuc of new awards.

In January 2006, the Company adopted Statement of Financial Accounting Standard No. 151
(“SFAS 1517), Inventory Costs—An Amendment of ARB No. 43, Chapter 4, This statement clarifies the
accounting for abnormal amounts of idle facility expense, freight, handling costs, and wasted material
(spoilage). Among other provisions, the new rule requires that items such as idle facility expense, excessive
spoilage, double freight, and rchandling costs be recognized as current-period charges regardless of
whether they meet the criterion of “so abnormal” as stated in ARB No. 43. Additionally, SFAS 151
rcquires that the allocation of fixed production overheads to the costs of conversion be based on the
normal capacity of the production facilities. Adoption of this standard had no material impact on the
Company's statement of earnings or financial position.

In January 2006, the Company adopted SFAS No. 153 (“SFAS 1537), Exchanges of Nonmonetary
Assels—an amendment of APB Opinion No.29. SFAS 153 climinates the exception from fair value
measurcment for nonmonetary exchanges of similar productive assets in paragraph 21(b) of APB Opinion
No. 29, “Accounting for Nonmonetary Transactions,” and replaces it with an exception for exchanges that
do not have commercial substance. SFAS 153 specifics that a nonmonctary exchange has commercial
substance if the future cash flows of the entity are expecied to change significantly as a result of the
exchange. Adoption of this standard had no material impact on the Company's statement of earnings or
financial position.

In January 2006, the Company adopted SFAS No. 154 (“SFAS 1547), Accounting Changes and Error
Corrections—a replacement of APB Opinion No. 20 and FASB Statement No. 3. SFAS 154 changes the
requirements for the accounting for and reporting of a change in accounting principie. This statement
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applies to all voluntary changes in accounting principle and to changes required by an accounting
pronouncement in the unusual instance that the pronouncement docs not include specific transition
provisions. SFAS 154 requires retrospective application to prior periods’ financial statements of changes in
accounting principle unless it is impracticable to determine either the period-specific effects or the
cumulative effect of the change. Retrospective application is defined by the statement as the application of
a different accounting principle to prior accounting periods as if that principle had always been used or as
the adjustment of previously issucd financial statements to reflect a change in the reporting entity. This
statement also requires that a change in the depreciation, amortization or depletion method for long-lived,
nonfinancial assets be accounted for as a change in accounting estimate affected by a change in accounting
principle. Adoption of this standard had no material impact on the Company’s statement of earnings or
financial position.

In September 2006, the FASB issued SFAS No. 158 (“SFAS 158”), Employers’ Accounting for
Defined Benefit Pension and Other Postretirement Plans, an amendment of FASB Statements No. 87, 88,
106, and 132(R). SFAS 158 requires plan sponsors of defined benefit pension and other postretirement
benefit plans (collectively, “postretirement bencfit plans”™) to recognize the funded status of their
postretirement plan assets and benefit obligations as of the date of the fiscal year-end statement of
financial position, and provide additional disclosures. On December 31, 2006, the Company adopted the
recognition and disclosure provisions of SFAS 158. The effect of adopting SFAS 158 on the Company’s
financial condition at December 31, 2006 has been included in the accompanying consolidated financial
statements. SFAS 158 did not have an cffect on the Company’s consolidated financial condition at
December 2005 or 2004. The Company has not yet determined the impact of the change in measurement
date from September 30 to December 31 for post-retirement benefit plans. See Retirement Plans Note 13
in the Notes to the Consolidated Financial Statements in Item 8 for further discussion of the effect of
adopting SFAS 158 on the Company’s consolidated financial statements.

In February 2006, FASB issued SFAS No. 155 (“SFAS 155”), Accounting for Certain Hybrid
Financial Instruments, an amendment of FASB Statement No. 133 and 140. SFAS 155 permits hybrid
financial instruments that have embedded derivatives to be valued as a whole, eliminating the need to
bifurcate the derivative from its host, as previously required vnder Statement of Financial Accounting
Standards No. 133, Accounting for Decrivative Instruments and Hedge Accounting (“SFAS 1337).
SFAS 155 also amends SFAS 133 by establishing a requirement to evaluate interests in securitized
financial assets to determinc whether they arc free standing derivatives or whether they contain embedded
derivatives that require bifurcation. SFAS 155 is cffective for all hybrid financial instruments acquired or
issued by the Company on or after January 1, 2007. Adoption of SFAS 155 is not expected to have a
material effect on the Company’s statement of carnings or financial position.

In June 2006, the FASB issued FIN No.48 Accounting for Uncertainty in Income Taxes—an
interpretation of FASB Statement No. 109. This interpretation clarifies the accounting and financial
statement reporting for uncertainty in income taxes recognized by prescribing a recognition threshold and
measurement attribute for a tax position taken or cxpected to be taken in a tax return. The interpretation
is effective for fiscal ycars beginning after December 15, 2006 and is required to be adopted by the
Company as of January 1, 2007. The Company has not yet completed its analysis of the effects of this
interpretation.

In September 2006, the FASB issued SFAS No. 157 (“SFAS 1577), Fair Value Measurements.
SFAS 157 defines fair value, cstablishes a framework for measuring fair value in generally accepted
accounting principles, and expands disclosures about fair value measurements. It will be effective for fiscal
years beginning after November 15, 2007. The Company has not yet completed it’s analysis of the effects of
this standard.
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In September 2006, the SEC issued Staff Accounting Bullctin No. 108 (“SAB 108”). SAB 108
expresses the staff’s views regarding the process of quantifying financial statement misstatements. Based
on SAB 108, prior year misstatements should be considered in quantifying misstatements in current year
financial statements. SAB 108 provides approaches to be used to quantify any misstatements. It will he
effective for fiscal years beginning after November 15, 2006. Adoption of SAB 108 is not expected to have
a material effect on the Company’s statement of earnings or financial position.

Forward-Looking Statements

This report contains forward-looking statements within the meaning of the Private Securitics
Litigation Reform Act of 1995. Such statements are made based on known events and circumstances at the
time of publication, and as such, are subject in the future o unforescen risks and uncertainties. It is
possible that the Company’s future performance may differ materially from current expectations cxpressed
in these forward-looking statcments, duc to a varicty of factors such as: incrcasing pricc and
product/service competition by foreign and domestic competitors, including new entrants; technological
developments and changes; the ability to continue to introduce competitive new products and services on a
timely, cost cffective basis; the Company’s mix of products/services; increascs in raw material costs which
cannot be recovered in product pricing; domestic and forcign governmental and public policy changes
including environmental regulations; threats associated with and efforts 10 combat terrorism; protection
and validity of patent and other intellectual property rights; the successful integration and identification of
the Company’s strategic acquisitions; the cyclical nature of the Company’s busincsscs; and the outcome of
pending and futurc litigation and governmental proceedings. In addition, such statements could be
affected by general industry and market conditions and growth rates, and general domestic and
international economic conditions including interest rate and currency exchange rate fluctuations. Further,
any conflict in the international arcna may adversely affect the general market conditions and the
Company’s future performance. The Company undertakes no duty to update forward-looking statements.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Information concerning market risk is set forth in Ttem 7—Management’s Discussion and Analysis of
Financial Condition and Results of Operations under the heading “Market Risk.”




Item 8. Financial Statements and Supplementary Data.

Carlisle Companies Incorporated
Consolidated Statements of Earnings and Comprehensive Income
For the Years ended December 31,
{In thousands, except per share amounts)

2006 2003* 2004*
N Sl . - e e $2,572,510 $2,206,965 $1,996,600
Cost and cxpenses:
Costofgoodssold. .......... ... o 2,049921 1,769,022 1,607,717
Sclling and administrative expenses ..................ooo... 242,513 213,236 200,593
Research and development expenses. . ........oeiie. .. 15,081 15,386 14,630
Otherincome, NEt. .. ...ove i e (10,636) (760) (15)
Earnings before interest and income taxes .......... ... ... ... 275,631 210,081 173,675
Interest eXpense, Net . ... ... o it 20,314 15,908 14,378
Earnings before income taxes. ............. o i 255,317 194,173 159,297
INCOmME LaXCS Lo e e 78,031 60,452 48,550
Income from continuing operations .......... .. .o i n 177,286 133,721 110,747
Discontinued operations
Income (loss) from discontinued operations. ................ 40,816 (34,242) {48,684)
Income tax cxpense (benefit) . ..o L 2,413 (6,886) (17,549
Income (loss) from discontinued operations. .................. 38,403 (27,356) (31,135)
Nt INCOME . . .. e e e $ 215689 $ 106365 § 79612
Other comprehensive income (loss)
Foreign currency translation, net of tax..................... $ 6702 5 (3916)% 12,675
Minimum pension liability, netoftax. ...................... (1,466) (2,914) 7,439
Gain (loss) on hedging activities, netof tax. . ................ 3,365 (487) {108)
Other comprehensive income (10sS) .. ...... oo, 8,601 (7,317) 20,006
Comprehensive INCOME . .. ... .o it e $ 224,290 § 99048 § 99,618
Earnings per share—basic
Income from continuing operations ........................ $ 579 % 435 § 3.57
Income (loss) from discontinued operations, net of tax . ...... 1.25 {0.89) (1.00)
Earnings pershare—basic. .............. ... .o .., $ 7.04 § 346 § 2.57
Earnings per share—diluted
Income from continuing operations ..........o.ovevenen o, .. $ 570 § 430 § 3.53
Income (loss) from discontinued operations, nctof tax .. ... .. 1,23 (0.88) (0.99)
Earnings per share—diluted. ............ .. ... . ... oL $ 693 § 342 % 2.54
Weighted average common shares outstanding
BasIC . e 30,620 30,736 31,032
Effect of dilutive stock options and restricted stock ............ 498 342 377
Diluted .o e 31,118 31,078 31,409

* 2005 and 2004 figures have been revised to reflect discontinued operations. Sce Notes 1 and 17,

Sce accompanying notes to Consolidated Financial Statcments
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Carliste Companies Incorporated
Consolidated Balance Sheets
At December 31,

(In thousands, except per share and share amounts)

2006 2005*
Assets
Current assets:
Cash 200 Cash CQUIVAIRES o 1 oo ncone s rneean oo s 2t e T § 144029 5 38745
Receivables. less allowance of $10,048 in 2006 and $1 1373102005 .00 ovv i 335,409 162.959
TRVENLOTICS + +« e« e e e e e e e e e m e s e s e e T 411,890 337,809
Deferred ICOME TAXES v« v e o s s sne e s s e sn s s st st T 34,782 35,172
Prepaidl expenses and OTHET CUTTERN ASSEIS + o« o nmn s e s er et s oo en s s mm e mm i n ooy 31,235 21.946
Current assets held T Sale .« o vvvennon e 896 67,639
FOtal CUFTEIL ASSELS . « -« - < v e oeesms s n s s s s s s s s s s 978.241 664.270
Propetty, plant and equipment, net of accumulated depreciation of $496,640 in 2006 and $456,111 in
BO05 « + © s e e s T 462,307 431996
Other assels:
L T A 309,707 323,588
Patents and Other INTARZIBLE ASSELS, AL« v e weneess s e 19,339 7619
Investments and advances to AEFHALES. « o o eveememmm e T 100,687 Bo.611
Notes receivable and OTREEASSEIS .+ oo oovscsssms e e 7.136 5.827
Nomcurrent assets held fOr sile . -+ ov e nenmmsrrme e 400 46,444
Lotal OREE ASSELS -« « o e e ee e e se e se s s e st s 437,269 470,08
TOTALASSETS « o oo eerenna e s $1,877,817 $1.566.355
Liabilitics and Sharcholders’ Equity
Current liabilities:
Shott-term debt. including current L T A $ 151,676 § 57993
ACCOURLS PAYADIE. « + oo e e e eesssose e s st e T 142,964 127.558
ACCTUCH CXPERSES . - -+ e o s mons s e s e e s e s e 155,858 136,592
DICHCEEGU FEVEIUE o e s e e e e s m e st T 16,046 11.863
Current liabilities associated with ussets held forsale . .. ooooanrrrommrrrmm et 142 41.803
Total current BAbHIILES . oo ve oo es e sn s 466,686 375,809
Long-term linbilities:
LONACEN DU+ oo e s oo ss e 274,658 282,426
DCAOrEed TEVEIMC -« o <« oo e eemme e e mem s s s r s s §2,631 73872
Other Iong-term FabLies . ..+« ovvevseeeess e 111,633 103.039
Nan-current liabilities associated with assets held forsale ... o oaviren oo _ 97
Total bongeterm BabIEs . . o« coononanersn e 468,922 460,307
Commitments and CONUIEENCIES - -« o o oo omeeeesos o ses e e s —_ —_
Sharcholders’ equity:
Preferred stock, $1 par value, Authorized and unissued 5.000.000 shares. . ....ovover--m 0t — —
Common stock, $1 par value. Authorized 100,000,000 shares; 39,330,624 shares issued; 30,725,259
outstanding in 2006 and 30357476 N 2005, .o oo v 39,331 39,331
Additionsl paid-in CaPIal . .+ ov e 69,838 33,081
Unecarned compcnsalion—includcs restricted shares of 115,170/in 2006 and 108,960 in 2005 .. .. .. 3437 (3.420)
Cost of shares of treasury—8.490, 195 shares in 2006 and 8,864,188 in 1110 SRR (167,578) (173,493)
Accumulated other COMPRERENSIVE IMCOMC. . . .o vonos s msremser o m s m s T 8,451 2,815
R 995,604 811,925
Total shareholders’ EQUILY. - ..« -+ oo oo s s e T 942,209 730,239
TOTAL LIABILITIES AND SHAREHOLDERS EQUITY. . .. ..ovnr o i0s $1.877817 § 1,566,353
»

2005 figures have been reclassified 1o reflect assets held for sale of discontinued operations and (o conform with 2006
presentation. Sce notes | and 17.

Sce accompanying notes to Consolidated Financial Statements
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Carlisle Companies Incorporated
Consolidated Statements of Cash Flows
For the Years ended December 31,
(Dollars in thousands)
2006 2005* 2004*
Operating activities
Netincome .. ... e $ 215,689 § 106,365 § 79,612
Reconciliation of net income to cash flows from operating activities:
Depreciation . oo .o e e 55,614 55,047 59,598
AMOTHZALON. . L i e i e et 4,222 1,275 1,467
Non-cash cOmpensation eXpense. ... ..o i 6,844 2,069 i,024
Earnings in equily iInvestments .. ... et (6,022) (2,902) (2,730)
{Gain) foss on investments, property and equipment, net. . ............ (37,302) 28,605 1,518
Loss on writedown Of a88ets. .. ...ttt e e e e 5,610 7,578 45,186
Excess tux benefits from stock-based compensation .................. (3,710) — —
Deferred 1aXes, oo oo e s 5,083 7,909 (1,282)
Forgign exchange loss (gain) . ....... ..o i 362 1,255 (1,017)
Changes in assets and liabilities, excluding effcets of acquisitions and
divestitures:
Current and long-term receivables, ... ... ... ... ... (47,588) 3,747 (52,256)
Receivables under securitization program ... (137,900) 17,900 53,000
Inventories . ... .. . (74,061) (30,523)  (58,427)
Accounts payable and accrued expenses .. ... oL 27,268 (6,460) 4214
[ncome taxes . ... ... i e e e (293) 10,597 (21,070)
Long-term liabilities ... ... .. ... . .. ... . . . i 8,271 7,327 3,143
Other operating activities .. ... ... i (2,209 (112) 4,763
Net cash provided by operating activities. . ......................... 19,878 209,677 116,743
Investing activities
Capital expenditures. . ... ... .. . . e (95,479) {108,242y  (77,623)
Acquisitions, netofecash. . ... ..o (1,875) (67,337)  (34,709)
Procceds from investments, property and equipment ... ..o Lo 108,906 30312 14,926
Other investing activities . ... ... o i it i iai i (433) 829 227
Net cash provided by (used in) investing activities .. ................. 11,119 (144,438 (97,179
Financing activities '
Net change in short-term horrowings and revolving credit lines. ........ .. (55,762) 20,980 26,142
Proceeds from long-termdebt . ... ... ... 148,875 — —
Reductions of long-termdebt ... ... ... .. .. i (6,889) (1,208) (3.090)
Procceds from hedging activities. ... ... oo oo 5,643 — S
Dividends. . ... e (32,010) (29,608)  (27.960)
Treasury shares and stock options, net .. .............. . oiiiaannn, 12,098 (41,283)  (13,141)
Excess tax benefils from stock-based compensation ... oo 3,710 — —
Other financing activities . ... ... o e e (1,215) (126) 28
Net cash provided by (used in) financing activities. . ................. 74,450 (51,245) (18,021)
Effect of exchange rate changesoncash . ........................ ... ... (163) (267) 114
Change in cash and cash equivalents . ...... ... ... ... ... 0iiiann.. 105,284 13,727 1,657
Cash and cash equivalents
Beginningof period . ... .. . 38,748 25,018 23.361
Endofperiod. ... o o $ 144,029 § 38745 § 25018
* 2005 and 2004 have been reclassified to include discontinued operations and to conform to 2006 presentation.
See Notes 1 and 17.
See accompanying notes to Consolidated Financial Statements
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Notes to Consolidated Financial Statements

Note l—Summary of Accounting Policies
Nature of Business

Carlisle Companies Incorporated, its wholly-owned subsidiaries and their divisions or subsidiaries,
referred to herein as the “Company” or “Carlisle,” manufacture and distribute a wide variety of products
across a broad range of industries, including, among others, roofing, construction, trucking, foodservice,
industrial equipment, lawn and garden and aircraft manufacturing. The Company markets its products as a
component supplier to original equipment manufacturers, distributors, as well as directly to end-users.

Basis of Consolidation

The consolidated financial statements include the accounts of the Company and its subsidiarics.
Investments in affiliates, where the Company does not have control but exercises significant influence, are
accounted for under the equity method. Equity income related to such investments is recorded in Other
income, net on the Company’s Consolidated Statements of Earnings and Comprehensive Income. All
material intercompany transactions and accounts have been eliminated. The Company’s fiscal year-end is
December 31, however the Company’s European roofing joint venture (“lcopal”) reports on a one-month
lag.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America (“United States” or “U.S.") requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilitics and disclosure of contingent asscts
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

Debt sceurities with a maturity of three months or less when acquired are cash equivalents. Cash and
cash cquivalents are stated at cost, which approximates market value.

Revenue Recognition

Revenues are recognized when pervasive evidence of an arrangement exists, goods have been shipped
(or services have been rendered), the customer takes ownership and assumes risk of loss, collection is
probabie, and the sales price is fixed or determinable.

Provisions far discounts and rebates to customers and other adjustments are provided for at the time
of sale as a deduction to revenue.

Shipping and Handling Costs

The Company accounts for shipping and handling costs in accordance with Emerging Issues Task
Force Issue 00-10, “Accounting for Shipping and Handling Fees and Costs.” Costs incurred to physically
transfer product to customer locations are recorded as a component of cost of good sold. Charges passcd
on to customers are recorded into revenue.

Allowance for Doubtful Accounts

Carliste performs ongoing credit evaluations of its customers and adjusts credit limits based upon
payment history and the customer’s current credit worthiness, as determined by the review of their credit
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information. Allowances for doubtful accounts arc estimated based on the evaluation of potential losses
related to customer receivable balanccs. Estimates are developed by using standard quantitative measures
based on historical losses, adjusting for current cconomic conditions and, in some cases, evaluating specific
customer accounts for tisk of loss. Changes in cconomic conditions in specific markets in which the
Company operates could have an cffect on reserve balances required.

Inventories

Inventories for continuing and discontinued operations arc valued at the lower of cost or market. Cost
of inventories includes raw materials, direct labor and manufacturing overhead based on practical capacity.
In both 2006 and 2003, 56% of the cost of inventories was determined by the last-in, first-out (“LIFO”)
method. The remainder was determined by the first-in, first-out (“FIFO”) method.

Deferred Revenue and Extended Product Warranty

The Company offers extended warranty contracts on sales of certain products; the most significant
being those offercd on its installed roofing systems within the Construction Materials scgment. The life of
these warranties range from five to thirty years. All revenue for the sale of these contracts is deferred and
amortized on a straight-line basis over the life of the contracts. Current Costs of services performed under
these contracts arc expensed as incurred. The Company also records a loss and a corresponding reserve if
the total expected costs of providing scrvices under the contract excecd unearned revenuces. The Company
estimates total cxpected warranty COSIS using standard quantitative measures bascd on historical claims
experience and management judgment. See Note 16.

Property, Plant and Equipment

Property, plant and equipment arc stated at cost. Costs allocated to property, plant and equipment of
acquired companics are based on cstimated fair market valuc at the date of acquisition. Depreciation is
principally computed on the straight-line basis over the estimated useful lives of the asscts. Depreciation
includes the amortization of capital leases. Assct lives are 20 to 40 years for puildings, 5 to 15 years for
machinery and cquipment and 3 to 10 years for leaschold improvements.

In accordance with Statement of Financial Accounting Standards (“SFAS”) No. 144, Accounting for
the Impairment or Disposal of Long-Lived Asscts, the Company performs impairment tests on its long-
lived assets, excluding goodwill and other intangible asscts, when circumstances indicate that their carrying
amounts may not be recoverable. If required, recoverability is tested by comparing the estimated future
undiscounted cash flows of the asset or asset group to its carrying value. 1f the carrying value is not
recoverable, the asset or assct group is written down to market valuc.

Self Insurance Retention

The Company maintains self-retained liabilitics for workers' compensation, medical and dental,
general liability, property and product liability claims up 1o applicable retention limits. The Company
estimates these retention liabilitics utilizing actuarial methods and loss development factors. The
Company’s historical loss experience 1s considered in the calculation. The Company is insured for losses in
excess of these limits. See Note 16.

Patents, Goodwill and Other Intangible Assets

The Company accounts for patents, goodwill and intangible assets in accordance with SFAS 142
Goodwill and Other Intangible Asscts. Patents and other intangible asscts are recorded at cost. Intangible
assets that arc subject to amortization are amortized on a straight-line basis over their uscful lives.
Goodwill and intangible asscts with indefinite useful lives are not subject to amortization, but are tested at
least annually for impairment. The Company principally uscs discounted cash flow models in gvaluating




goodwill, but may use other measures when appropriate. Costs allocated to patents and other intangible
assets of acquired companies are based on estimated fair market value at the date of acquisition. Sec Note
5—Goodwill and Other Intangible Assets.

Pension and Other Post Retirement Benefits

Carlisle maintains defined benefit retirement plans for the majority of its employees. Benefits are
based on years of service and employces’ compensation prior to retirement. The annual net periodic
expense and benefit obligations of these programs are determined on an actuarial basis. The cost of this
program is being funded currently.

Carlisle also has a limited number of unfunded post-retirement benefit programs that provide certain
retirees with medical and prescription drug coverage. The annual net periodic expense and benefit
obligations of these programs are also determined on an actuarial basis.

Derivative Financial Instruments

The Company accounts for derivative financial instruments under SFAS 133, Accounting for
Derivative Instruments and Hedging Activities, as amended, which requires that all derivatives be recorded
at fair value on the balance sheet and establishes criteria for designation and effectiveness of derivative
transactions for which hedge accounting is applied. If the derivative is designated as a fair value hedge, the
changes in the fair value of the derivative and of the hedged item attributable to the hedged risk are
recognized in earnings. If a fair value hedge is terminated before maturity, the adjusted carrying amount of
the hedged asset or liability remains as a component of the carrying amount of that asset or liability until it
is disposcd. If the hedged item is an interest-bearing financial instrument, the adjusted carrying amount is
amortized into earnings over the remaining life of the instrument. If the derivative is designated as a cash
flow hedge, the effective portions of changes in the fair value of the derivative are recorded in other
comprehensive income and are recognized in the income statement when the hedged item affects earnings.
Ineffective portions of changes in the fair valuc of cash flow hedges are recognized in earnings.

The Company is subject to market risk from exposures to changes in interest rates due to its financing,
investing and cash management activities. The Company uses treasury lock contracts, interest rate swap
agreements, or other derivative instruments, from time to time, to manage the interest rate risk of its
floating and fixed rate debt portfolio. The Company, on a periodic basis, assesses the initial and ongoing
effectiveness of its hedging relationships.

The Company’s international operations are exposed fo translation risk when the local currency
financial statements are translated into U.S. Dollars. Carlisle monitors this risk, but at December 31, 2006,
had no contracts in place for hedging net investment risk.

Currency valuation risk is considered minimal. At December 31, 2006, the Company had no matcrial
currency hedges in place. Less than 6% of the Company’s 2006 revenues are in currencies other than the
U.S. Dollar.

Income Taxes

Deferred tax assets and liabilities are recognized for the future tax consequences of the differences
between financial statement carrying amounts of assets and liabilities and their respective tax basis. These
balances are measured using enacted tax rates expected to apply to taxable income in the years in which
such temporary differences are expected to be recovered or settled. If a portion or all of a deferred tax
asset is not expected to be realized, a valuation allowance is recognized.
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Employee Stock-based Compensation Arrangements
Stock Options

The Company adopted SFAS No. 123(R)as of January 1, 2006, using the modified prospective
approach, and as such, accounts for awards of stock-based compensation based on the fair-value method.
Compensation cxpense for stock options granted 1% recognized using the accelerated method under SFAS
123(R).

Prior to 2006, the Company accounted for awards of stock-based cmployee compensation bascd on
the intrinsic value method under the Accounting Principles Board Opinion 25. As such, no stock-based
compensation 13 recorded in the determination of Net income, as options granted have an option price
equal to the market price of the underlying stock on the grant date. The following table illustrates the
effect on Net income and Earnings per share (“EPS™) had the Company applied the fair value method of
accounting for stock-based employce compensation under SFAS 123, Accounting for Stock-Bascd
Compensation.

Years Ended
December 31
2005 2004

In thousands
(excepl per share data)

Nt inCOmE, 48 FEPOTLEH. « <« venrveenssrremmesrmresnrr e s nee et Lo $106,365 $79,612
Less: Total stock-based cmployce compcensation ¢Xpense determined under fair
value method for all awards, net of related tax effects ....oovovivvieeees (3491) _(2.218)

NEt INCOME, PROTOTIIIL + .o vureessasn s s me s $102,874 $77.394
Basic EPS (8 TEPOTTEA) . 1 .o vernnesnsnnsmeras e m s mn e $ 346 § 257
Busic EPS (DrOfOTMA) . ovvvneneanssrnnmmsne et § 335 $_249
Diluted EPS (5 rCPOTTEd). .o oo vvennvssnsomssns s emrr s 2ty $ 342 § 234
Diluted EPS (PTOFOIMIA) Lo vneeennssnrr s s s $ 331 § 246

The pro forma effect includes only the vested portion of options granted in and after 1995.
Compensation cost for the years ended December 31, 2006, 2005 and 2004, was estimated using the Black-
Scholes model, with the following assumptions:

Years Ended December 31

7006 2005 2004
Expected dividend yied. .. oooeenenonsnren et 1.4% 1.4% 1.6%
Expected life N yEurs ... ...ovrevnvamsnre e 5.65 7 7
Expocted VORIILY. + -+« sssssees s 257%  282% 29.3%
RiSK-fTeC IMIETEST TALE .o\ n e menrmmer s s s s m 2 r o oTs 4.6%-5.0% 4.0% 3.7%
Weighted average fair value . ...ooooneorenemmrmrere et $ 1927 $20.72 $1820

The expected life of options is based on the assumption that all outstanding options will be exercised
at the midpoint of the valuation date and the option expiration datc. The expected volatility is based on
historical volatility as well as implicd volatility of the Company’s publicly traded options. The risk free
interest rate is based on rates of U.S. Treasury issucs with a remaining life equal to the expected life of the
option. The expected dividend yield is based on the projected annual dividend payment per share, divided
by the stock price at the date of grant.

Restricted Stock

Compensation expense is recognized over the vesting period based on the closing stock prices on the
grant date of the restricted stock. As compensation ¢xpense is recognized, Additional paid-in capital is
increased in sharcholders’ cquity. The restricied stock reccives the same dividend as common sharcs
outstanding.
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Earnings Per Share

Basic carnings per share excludes the dilutive cffects of potentially dilutive options, warrants and
convertible securities. Diluted earnings per share reflects the potential dilution that would occur if options,
warrants or other convertible sccurities were exercised. Restricted shares are considered options for
purposes of calculating carnings per share. Differences between basic and diluted earnings per share of the
Company are the effcct of dilutive stock options and restricted shares. Stock options to purchase
approximately 1,500 shares in 2006 and 9,000 shares in 2005 were excluded from the calculation of
potentially dilutive options as such options had exercise prices in excess of the average market value of the
Company’s common stock during these periods. No such cxclusion was made in 2004 as all options had
exercise prices below the average market value of the Company’s stock.

Foreign Currency Translation

The Company has determined that the local currency is the functional currency for its subsidiaries
outside the United States. Assets and liabilitics of these operations are translated at the exchange rate in
effect at cach year-end. Income statement accounts are translated at the average rate of cxchange
prevailing during the year. Translation adjustments arising from the use of differing exchange rates from
period to period are included as a component of shareholders’ equity in Accumulated other
comprehensive income. Gains and losses from foreign currency transactions are included in Other income,
net.

Reclassifications

Certain reclassifications have heen made to 2005 and 2004 information to conform to the current
ycar’s presentation.

The Consolidated Statements of Earnings and Comprehensive income have been restated to reflect
the effects of discontinued opcrations. In addition, the Consolidated Balance Sheets have been restated to
show scparately assets held for sale and the liabilitics associated with those assets, Segment information
presented in Note 19 has also been restated from prior year’s presentation to reflect the Company’s
current segment structure, discontinued operations and assets held for sale. See Notes 17 and 19 for more
detail regarding discontinucd operations and the Company’s segment structure, respectively.

In 2006, the Company combined the operating, investing and financing portions of the cash flows
attributable to its discontinued operations with the cash flows atiributable to its continuing operations.

New Accounting Pronouncements Adopted

In January 2006, the Company adopted Statement of Financial Accounting Standards (“SFAS”)
123(R) (“SFAS 123(R)"), Sharc Based Payment. This statement is a revision of SFAS No. 123, Accounting
for Stock-Based Compensation and supersedes APB Opinion No. 25, Accounting for Stock Issued to
Employecs. SFAS 123(R) requires the expensing of all sharc-based payments, including the issuance of
stock options, based on the fair value of the award at the grant date. Additionally, the new standard
requires the use of a fair-value measurement methodology which takes into consideration the special
nature of its awards, including carly exercise provisions. The new standard also specifies that excess income
tax bencefits related to share-based compensation expense recognized directly in equity are considercd
financing rather than operating cash flow activitics.

The Company adopted this standard using the modified prospective method as provided by SFAS
123(R). This method requires the expensing of share-based awards issued on or after the date of adoption
as well as the unvested portion of awards issued before the date of adoption (see Note 11). The Company
is using the Black-Scholes method for measuring the fair value of new awards.
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In January 2006, the Company adopted Statement of Financial Accounting Standard No. 151 (“SFAS
1517), lnventory Costs—An Amendment of ARB No. 43, Chapier 4. This statement clarifies the
accounting for abnormal amounts of idle facility expense, freight, handling costs, and wasted material
(spoilage). Among other provisions, the new rule requires that items such as idle facility expense, excessive
spoilage, double freight, and rehandling COStS be recognized as current-period charges regardicss of
whether they meet the criterion of “so abnormal” as stated in ARB No.43. Additionally, SFAS 151
requires that the allocation of fixed production overheads to the costs of conversion be based on the
normal capacity of the production facilities. Adoption of this standard had no material impact on the

Company’s statemcent of earnings or financial position.

In January 2006, the Company adopted SFAS No. 153 (“SFAS 1537), Exchanges of Nonmonetary
Asscts—an amendment of APB Opinion No.29. SFAS 153 climinates the cxception from fair value
measurement for nonmonctary exchanges of similar productive asscts in paragraph 21(b) of APB Opinion
No. 29, “Accounting for Nonmonetary Transactions,” and replaces it with an exception for exchanges that
do not have commercial substance. SFAS 153 specities that a nonmonetary cxchange has commercial
substance if the future cash flows of the entity arc expected to change significantly as a result of the
exchange. Adoption of this standard had no material impact on the Company’s statement of carnings or
financial position.

In January 2006, the Company adopted SFAS No. 154 (“SFAS 1547), Accounting Changes and Error
Corrections—a replacement of APB Opinion No. 20 and FASB Statement No. 3. SFAS 154 changes the
requircments for the accounting for and reporting of a change in accounting principle. This statcment
applies to all voluntary changes in accounting principle and to changes required by an accounting
pronouncement in the unusual instance that the pronouncement docs not include specific transition
provisions. SFAS 154 requires retrospective application to prior periods’ financial statements of changes in
accounting principle unless it is impracticable to determinc cither the period-specific effects or the
cumulative effect of the change. Retrospective application is defined by the statement as the application of
a different accounting principle to prior accounting periods as if that principle had always been used or as
the adjustment of previously issued financial statements to reflect a change in the reporting cntity. This
statement also requires that a change in the depreciation, amortization or depletion method for long-lived,
nonfinancial assets be accounted for as a change in accounting cstimate affected by a change in accounting
principle. Adoption of this standard had no material impact on the Company’s statement of carnings or
financial position.

In September 2006, the FASB issued SFAS No. 158 (“SFAS 158™), Employers’ Accounting for
Defincd Benefit Pension and Other Postretirement Plans, an amendment of FASB Statements No. 87, 88,
106, and 132(R). SFAS 158 requires plan sponsors of defined benefit pension and other postretirement
benefit plans (collectively, “postretircment benefit plans”) to recognize the funded status of their
postretirement plan assets and benefit obligations as of the date of the fiscal year-end statement of
financial position, and provide additional disclosures. On December 31, 2006, the Company adopted the
recognition and disclosure provisions of SFAS 158. The effect of adopting SFAS 158 on the Company’s
financial condition at December 31, 2006 has been included in the accompanying consolidated financial
statements. SFAS 158 did not have an effect on the Company’s consolidated financial condition at
December 2005 or 2004, The Company has not yet detcrmined the impact of the change in measurement
date for post-retircment benefit plans. Sce Note 13 for further discussion of the effect of adopting SFAS
158 on the Company’s consolidated financial statements.

New Accounting Standards

In February 2006, FASB issucd SFAS No. 155 (“SFAS 1557), Accounting for Certain Hybrid
Financial Instruments, an amendment of FASB Statement No. 133 and 140. SFAS 155 permits hybrid
financial instruments that have embedded derivatives to be valued as a whole, eliminating the nced to
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bifurcate the derivative from its host, as previously required under Statement of Financial Accounting
Standards No. 133, Accounting for Derivative Instruments and Hedge Accounting (“SFAS 133”). SFAS
155 also amends SFAS 133 by establishing a requirement to cvaluate interests in securitized financial
assets to determinc whether they are free standing derivatives or whether they contain embedded
derivatives that require bifurcation. SFAS 155 is effective for all hybrid financial instruments acquired or
issued by the Company on or after January 1, 2007. Adoption of SFAS 155 is not expected to have a
material effect on the Company’s statement of carnings or financial position.

In June 2006, the FASB issued Financial Interpretation No.48 (“FIN 48”) Accounting for
Uncertainty in Income Taxes—an interpretation of FASB Statement No. 109. This interpretation clarifies
the accounting and financial statement reporting for uncertainty in income taxes recognized by prescribing
a recognition threshold and measurement attribute for a tax position taken or expected to be taken in a tax
return. The interpretation is cffective for fiscal years beginning after December 15, 2006 and is required to

be adopted by the Company as of January 1, 2007, The Company has not yet completed its analysis of the
cffects of this interpretation.

in September 2006, the FASB issucd SFAS No. 157 (“SFAS 1577), Fair Value Measurements. SFAS
157 defines fair value, establishes a framework for measuring fair value in generally accepted accounting
principles, and expands disclosures about fair value measurements. It will be effective for fiscal years
beginning after November 13, 2007. The Company has not yet completed its analysis of the cffects of this
standard.

In September 2006, the SEC issued Staff Accounting Bulletin No. 108 (“SAB 108”). SAB 108
expresses the staff’s views regarding the process of quantifying financial statement misstatements. Based
on SAB 108, prior ycar misstatecments should be considered in quantifying misstatements in current year
financial statements. SAB 108 provides approaches to be used to quantify any misstatements. It will be
effective for fiscal years beginning after November 15, 2006. Adoption of SAB 108 is not expected to have
a material effect on the Company’s statement of earnings or financial position.

Note 2—-Receivables Facility

The Company maintains an agreement (the “Receivables Facility”) with a financial institution
whereby it sells on a continuous basis an undivided interest in certain eligible trade accounts reccivable.
Pursuant to the Receivables Facility, the Company formed a wholly-owned, special purpose, bankruptcy-
remote subsidiary (“SPV”). The financial position and results of operations of the SPV arc consolidated
with the Company. The SPV was formed for the sole purpose of buying and selling reccivables generated
by the Company. Under the Receivables Facility, the Company, irrevocably and without recourse, transfers
all applicable trade accounts receivables to the SPV. The SPV, in turn, has sold and, subject to certain
conditions, may from time to time sell an undivided interest in these receivables and is permitted to receive
advances of up to $150.0 million from the conduit administered by an independent financial institution for
the sale of such an undivided interest.

The Company accounts for its transfers of receivables to the SPV, together with the SPV’s sale of
undivided interests in the SPV’s receivables to the conduit, as sales under SFAS No. 140, Accounting for
Transfers and Scrvicing of Financial Asscts and Extinguishments of Liabilities. The interest rate paid to
the conduit on amounts outstanding under the Receivables Fuacility is equal to the conduit’s pooled
commercial paper rate, which was 5.35% and 4.26% at December 31, 2006 and December 31, 2003,
respectively. The Company’s loss on the sales of these receivables is reported in Other income, net, and
amounted to $4.3 miliion during both 2006 and 2005 and $1.8 million in 2004,

At December 31, 2006, the outstanding balance of receivables scrviced by the SPV was $242.3 million
compared to $228.8 million at December 31, 2005 and $250.5 million at December 31, 2004. At
December 31, 2006, the SPV had not sold any undivided interest to the conduit. The SPV sold $137.9




millien of undivided intcrest to the conduit at December 31, 2005, and $120.0 million at December 31,
2004. The Company’s retained interest in the SPV’s receivables is classificd in trade accounts reccivable in
the Company's consolidated financial statements at its rclative fair value and amounted to $242.3 million
a1 December 31, 2006 compared to $91.1 million at December 31, 2005 and $129.8 million at December 31,
2004. This retained interest is subordinate to, and provides credit enhancement for, the conduit’s
ownership interest in the SPV'’s reccivables, and is available 1o the conduit to pay any fees or cxpenses due
to the conduit, and to absorb all credit losses incurrcd on any of the SPV’s receivables.

Note 3—Inventories

The components of inventories at December 31 are as follows:

2006 2005*
In thousands

FIFO (approximates current costs):

FINISHEd SOOUS. . -+« v vneseeenmnsmsese e $295,473  $236,097
WOTK-IN-PIOCESS .« <o sveweeensse s me s s ms e s st iy 28,491 31,486
RAW MALETIALS 1« v eeeeeesmnnemsne s s st s e T 124,487 113,487
Reserves and VAFANEES - MCL. ..« v v e rneesssemsnnsssos s s 4,221 11,925
452,672 392,995
Excess FIFO cost over LIFO I DSOS {40,246) (38,025)
Inventories associated with asscls held fOr Sale. .o v vr e 336y | 17,161)
T DU PRPPPPPPREPEEEEE LRSS $411,890 $337,809

* 2005 amounts have been reclassified to reflect assets held for sale of discontinued operations, see
Notes | and 17, and a reclassification of a previous reserve to Accrucd expenses.

Note 4—Property, Plant and Equipment

The components of property, plant and equipment at December 31 are as follows:

2006 2005+
In thousands

LADG. + o oo e e e ee e e oo T $ 12,868 S 11,672
Buildings and lcaschold improvements .........o.ooermer it 260,585 237,410
Machinery and CqUIPMENL. ... vevenrmeensrnenes ey 652,880 646,398
PrOJECES i PTOZIESS. .+ + e vnoenuscensmsssesess s ss s e st m e 32,614 42,488

958,947 937,968
Accumulated dEPreCiation ... ..o o resrerammnnreeerrarrs et (496,640)  (483,283)
Property, plant and cquipment, net, associated with assets held forsale........ — (22.689)
Property, plant and EQUIPIIENT, MEL. .o oneeeeeeenns s $ 462,307 $ 431,996

* 2005 amounts have becn reclassified to reflect asscts held for sale of discontinued operations, sec
Notes 1 and 17.

During 2006 and 2005, the Company capitalized interest in the amount of $1.6 million and
$2.6 million, respectively.




Note 5—Goodwill and Other Intangible Assets

The change in the carrying amount of goodwill for the years ended December 31, 2006 and 2005, is as
follows:

Industrial Construction General Specialty
Components Materials Industry Products Total
In thousands
Balance at January 1,2005 .............. $155,762 $32,935 $79544 § 922 $269,163
Goodwill acquired during year........... — — — 55,753 55,753
Purchase accounting adjustments ........ (584) — — — (584)
Currency translation. ................... 66 (823) — 13 (744)
Balance at December 31,2005........... $155,244 $32,112 $79,544 § 56,688 $323,588
Goodwill acquired during year........... — — — — —
Purchase accounting adjustments ........ — — —  (14,930)  (14,930)
Currency translation. ................... 1 672 — 376 1,049
Balance at December 31,2006 ........... $155,245 $32,784 $79,544  § 42,134  $309,707

The Conipany’s other intangible assets as of December 31, 2006, are as follows:

Acquired  Accumulated  Net Book
Cost Amortization Value
In thousands

Assets subject to amortization

Patents . ... .vuettiii e $ 9,900 $ (8,054) § 1,846

Software licenses .............ciiiieiiii... 1,800 (1,371) 429

Customer relationships. .............. ... ... 14,712 (3,055) 11,657

Other ... 11,925 (10,518) 1,407
Asscts not subject to amortization

Trademarks. ... ... ... .. i e 4,000 — 4,000
Patents and other intangible assets,net . ......... $42,337 $(22,998) $19,339

The Company’s other intangible assets as of December 31, 2005, are as follows:

Acquired  Accumulated Net Book
Cost Amortization Vaiue
In thousands

Assets subject to amortization

Patents .. ...vvue et $ 9428 § (7,700)  $1,728

Software licenses .. ..o eii i iiiriiinnennn, 1,800 (1,114) 686

Other ... e 11,593 (10,388) 1,205
Assets not subject to amortization

Trademarks. ... iiiiiiinnr e, 4,000 — 4,000
Patents and other intangible assets, net ......... $26,821  $(19,202) $7.619

Estimated amortization expense over the next five years is as follows: $3.3 million in 2007, $3.1 million
in 2008, $3.0 million in 2009, $2.8 million in 2010 and $2.1 million in 2011.
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Note 6—Investments and Advances to Unconsolidated Affiliates

Investments and advances 10 unconsolidated affiliates arc as follows:

In thousands Qwnership 2006 2005
Joint Venture interest in lcopal A/S.....ovvvnnn 5% $ 81,971 $68,165
Notes Receivable from lcopal A/S ....oovvveev e 15,041 13,507
Investment in Tcopal A/S ..o viveeenes 97,012 81,672
Other iNVesStments ... .coovvireeervrrarorer 28-49% 4,075 7,609
101,087 89,281
Investments associated with assets held for sale .. (400)  (2,670)
Investments and advances to affiliates........... $100,687 386,611

The investment in Icopal A/S consists of a 25% joint venture interest reported in the Construction
Materials segment and notes reccivable reported in Corporate.

The Company has exposure 1o exchange ratc movement relative to its investment in foreign
operations. Fluctuations in foreign currencies result in an unrcalized gain or loss recorded as an
adjustment to the investment and as a component of Accumulated other comprehensive income or loss.

Continuing and discontinued operations combined unaudited summarized financial information for
the Company’s unconsolidated affiliates is as follows:

In thousands 2006 2005
Income Statement Information
Net SAlES < .o veaevnimreoear s $1,108,917 $925,107
Earnings before income taxes......... 39,495 27,011
NEtiNCOME .« o veecvnemrrremnnrsaens 25,401 12,789
Balance Sheet Information
CUTTENT ASSELS .. ovvovvrriarsns e $ 472,362 $343,725
NON-CUITEnt aSSeLs . c.vvvvvvnernenes 722,821 627,752
Current liabilities .. ...oovoveivaens 532,935 384,684
Non-current liabilities ............--- 317,932 300,297
BQUILY <o ccvvvenrnemmsrnmmeere 344,316 286,495
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Note 7—Borrowings

Borrowings under short-term credit lines and long-term debt include:

2006 2005
In thousands

6.70% senior notes due 2008, .. .. .. e $ 100,000 $100,000
7.25% senior notes due 2007, includes fair value adjustment of ($66) and $1,218

respectively (see Note B) .. ..o i e 149,934 151,218
6.125% senior notes due 2016, net of unamortized discount of ($1,083)......... 148,917 —
Revolving credit lines. . ..o . i e e e — 15,000
Industrial development and revenue bonds through 2018 ... ........... ..., 20,035 24,535
Other, including capital lease obligations. . .................................. 7,448 21,384
Short-term Credil IIeS . v v et et e ettt e e — 28,282

$ 426,334 $340419
Lcess short-term debt, including current maturities and industrial revenue and
developmentbonds. .. ... ... i (151,676)  (57,993)
Long-termdebt . . ... o o e $ 274,658 $£282,426

On August 18, 2006, the Company issued $150 million in ten-year notes at an interest rate of 6.125%
in anticipation of the Company’s 7.25% $150 million notes maturing January 15, 2007. The net proceeds of
the August 2006 notes were used in the interim period to repay all amounts outstanding under the
Company’s uncommitted line of credit, to reduce the trade accounts receivable sold under the Company’s
receivables facility and for general corporate purposes. The $150 million notes that mature on January 15,
2007, are included in Short-term debt.

On June 9, 2005, the Company replaced its three-year $250.0 million syndicated revolving credit
facility with a five-year $300.0 million revolving credit facility (the “2005 Facility”). At December 31, 2006,
the Company had $296.5 million available under this facility. The 2005 Facility provides for grid-based
interest pricing based on the credit rating of the Company’s senior unsecured bank or other unsecured
senior debt and the Company’s utilization of the 2005 Facility. The average interest rate on the 2005
Facility for 2006 was 5.22%.

The Company also maintains a $55 million uncommitted line of credit, which was fully available as of
December 31, 2006. In addition, at December 31, 2006, the entire $150 million was available under the
Company’s accounts receivable sccuritization facility.

At December 31, 2006, letters of credit amounting to $48.5 million were outstanding primarily to
provide security under insurance arrangements and certain borrowings.

Under the Company’s various debt and credit facilities, the Company is required to meet various
restrictive covenants and limitations, including certain net worth, cash flow ratios and limits on cutstanding
debt balances held by certain subsidiaries (“subsidiary debt limit™). On March 2, 2006, the lender amended
certain debt agreements to increase the Company’s subsidiary debt limit effective for the period beginning
December 23, 2005 up to December 31, 2006. As a result of those amendments to the debt agreements, the
Company was in compliance with all covenants and limitations in 2006 and 2005. On August 31, 2006, the
lender further amended the debt agreements to make the increased subsidiary debt limit effective through
the term of the agreements.

The industrial development and revenue bonds are collateralized by letters of credit, Company
guarantees and/or by the facilitics and equipment acquired through the proceeds of the related bond
issuances. The weighted average intercst rates on the revenue bonds for 2006 and 2005 were 4.32% and
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3.03%, respectively. The Company estimates the fair value of its industrial development and revenuc
bonds approximates their carrying value.

Other borrowings for 2006 and 2005 include capital lease obligations of $5.7 million and $6.0 million,
respectively for the funding of production facility cxpansions. Interest rates on these borrowings ranged
from 4.89% to 13.28% in 2000.

Cash payments for interest were $20.6 million in 2006, $21.5 million in 2005, and $18.8 million in 2004.
Interest expense, net is shown net of interest income of $3.5 million in 2006, $1.5 million in 2005, and
$1.9 million in 2004.

The aggregate amount of short-term and long-term debt maturing in cach of the next five years is
approximately $151.7 million in 2007, $112.7 million in 2008, $0 in 2009, 2010, and 2011, and $163.0 million
thereafter.

The fair value of the Company’s senior notes is based on currcnt year yield rates plus the Company’s
estimated credit spread available for financings with similar terms and maturities. As of Deccmber 31,
2006, the fair value of the Company's 6.70% senior notes is approximately $101.7 million. The fair value of
the Company’s 7.25% senior notes is equal to the carrying value of $150.0 million at December 31, 2006.
The fair value of the Company’s 6.125% senior notes is approximately $152.9 million at December 31,
2006.

Note 8—Derivative Financial Instruments

The Company is exposed to the impact of changes in interest rates and market valucs of its debt
instruments, changes in raw material prices and foreign currency fluctuations. Management of interest rate
exposure includes consideration of the use of treasury lock contracts and interest rate swaps to reduce the
volatility of cash flows, the impact on carnings, and to lower its COst of capital.

On November 14, 2006, the Company entered into treasury lock contracts with a notional amount of
$100.0 million to hedge the cash flow variability on forecasted debt intcrest payments associated with
changes in intcrest ratcs. These contracts have been designated as cash flow hedges and were decmed
effective at the origination date and as of December 31, 2006. The valuation of these contracts resulted in
an assct of $0.7 million as of December 31, 20006,

On June 15, 2005, the Company entered into treasury lock contracts with a notional amount of
$150.0 million to hedge the cash flow variability on forecasted debt interest payments associated with
changes in interest rates. These contracts were designated as cash flow hedges and were deemed cffective
at the origination date. On August 15, 2006, the Company terminated the treasury lock contracts resulting
in a gain of $5.6 million ($3.5 million, nct of tax), which will be amortized to reduce intcrest cxpense until
August 2016, the term of the interest payments related to the $150 million in notes issued on August 18,
2006. At December 31, 2006, the Company hud a remaining unamortized gain of $5.4 million ($3.4 million,
net of tax) which is reflected in Accumulated other comprehensive income on the Company’s Consolidated
Balance Sheets.

tn April 2003, the Company terminated certain interest rate swaps entered into on April 11, 2003,
with a notional ameunt of $75.0 miliion that hedged the market risk associated with the Company’s 7.25%
senior notes. The termination of those contracts, which were designated as fair valuc hedges, resulted in a
loss of $1.4 million, which will be amortized to interest expense until January 2007, the original termination
date of the swap. At December 31, 2006, the Company had a remaining unamortized loss of $0.1 millien
reflected in long-term debt.

In December 2001, the Company entered into a $150.0 million notional amount interest rate swap,
which was designated as a fair value hedge, to hedge a portion of the exposurc associated with its fixed rate
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debt. This fair value hedge was deemed cffective at the origination date. On July 16, 2002, the Company
terminated $50.0 million notional amount of this fair value hedge resulting in a gain of $1.6 million, which
was amortized to reduce interest expense through December 2006, the original termination date of the
swap. On Scptember 19, 2002, the Company terminated the remaining $100.0 million notional amount on
the fair value hedge resulting in a gain of $7.3 million, which was amortized to reduce interest expense
through December 2006.

On April 27, 2006, the’ Company executed a currency hedge with a total notional amount of
$5.9 million to hedge the fair value risk associated with fluctuations in the foreign exchange rate on the
final settlement amount due related to the July 2005 acquisition of the heavy-duty brake lining and brake
shoe assets of Zhejiang Kete. On July 19, 2006 the Company terminated the fair value hedge resulting in
an immaterial loss.

On October 10, 2006, the Company terminated a currency hedge which was executed on July 21, 2005,
with a notional amount of $2.5 million to hedge the Company’s fair valuc risk associated with fluctuations
in the foreign exchange rate on certain receivables denominated in Euros, The termination of this contract
resulted in an immaterial gain.

Note 9—Acquisitions

On October 7, 2005, the Company acquired the off-highway brake asscts of ArvinMeritor, inc. for
approximately $3Y.0 million. Operating results for this operation since the acquisition date are included in
the Specialty Products segment. The acquisition includes manufacturing assets and inventory from the
ArvinMeritor facilitics in York, SC; Lexington, KY and Cwmbran, South Wales, UK, which have been
subsequently transferred to the Company’s off-highway braking systems and specialty friction operations.
The acquisition resulted in goodwill of approximately $14.3 million and identified intangible assets of
$13.0 million with a weighted-average life of 6.6 years. Identified intangible assets consist primarily of
customer relationships valued at $12.1 million, with a weighted-average life of 6.5 years, and patents valued
at $0.9 million with a weighted-average life of 7.3 years, The goodwill from this acquisition is deductible for
tax purposes.

In July 20035, the Company acquired the heavy-duty brake lining and brake shoe assets of Zhejiang
Kete (“Kete”) located in Hangzhou, China, for approximately $34.2 million, resulting in goodwill of
$26.5 million and identified intangible assets of $2.5 million, with a weighted-average life of 5.1 years.
Identified intangible assets consist primarily of customer relationships and distribution agreements valued
at $1.5 million with a weighted-average life of 5 years, formulas valued at $0.7 million with a weighted-
average life of 5.2 years, and other intangible assets valued at $0.3 million with a weighted-average life of
5years. Operating results for this operation since the acquisition date are included in the Specialty
Products scgment. The goodwill from this acquisition is not deductible for tax purposes.

Note 10—Shareholders’ Equity

The Company has a Sharcholders’ Rights Agreement that is designed to protect sharcholder
investment values. A dividend distribution of one Preferred Stock Purchase Right (the “Rights™) for each
outstanding share of the Company’s common stock was declared, payable to shareholders of record on
March 3, 1989. The Righis are attached to the issued and outstanding shares of the Company’s common
stock and will become exercisable under certain circumstances, including the acquisition of 25% of the
Company’s common stock. or 40% of the voting power, in which case all rights holders except the acquirer
may purchase the Company’s common stock at a 50% discount.

If the Company is acquired in a merger or other business combination, and the Rights have not been
redeemed, rights holders may purchase the acquirer’s shares at a 50% discount. On May 26, 2006, the
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Company amended the Sharcholders’ Rights Agreement to, among other things, extend the term of the
Rights until May 25, 2016,

Common sharcholders of record on May 30, 1986 are entitled to five votes per share. Common stock
acquired subsequent to that date entitles the holder to one vote per share until held four years, after which
time the holder is entitled to five votes per share.

Note 11—Employee and Non-Employee Stock Options & Incentive Plan

The Company maintains an Executive Incentive Program (the “Program”) for executives and certain
other employees of the Company and its operating divisions and subsidiaries. On April 20, 2004, the
Program was amended by sharcholder approval to allow for awards of stock options, restricted stock, stock
appreciation rights, performance shares and units or other awards based on Company stock. Shares issued
under thesc plans are issued from Treasury. At December 31, 2006, 2,030,170 shares were available for
grant under this plan; however, only 1,986,390 of this amount were available for the issuance of restricted
and performance shares. The Company also maintains a restricted stock and stock option plan for its non-
employee directors. At December 31, 2006, 70,000 and 196,000 shares were available for grant under these
plans, respectively. With the exception of certain awards issucd December 1, 1999 (the “December 1999
Grant™) and certain awards for which vesting was accclerated on September 7, 2005, options issued under
both these plans vest one-third upon grant, one-third on the first anniversary of grant and the remaining
one-third on the second anniversary of grant. Vesting for the December 1999 Grant was as follows: 10% on
March 1, 2001; 30% on March 1, 2002; 60% on March 1, 2003; and 100% on March 1, 2004. All options,
including the December 1999 Grant, have a maximum term lifc of 10 ycars.

Compensation expensc related to the adoption of SFAS 123(R) and stock options granted was
$3.5 million before tax, or $2.4 million after tax ($0.08 per share, basic and diluted) for the year ended
December 31, 2006. Under SFAS 123(R), excess income tax benefits related to share-bascd compensation
expense that must be recognized directly in equity are considered financing rather than operating cash flow
activities. The amount of financing cash flows for these benefits was $3.7 million for the year ended
December 31, 2006. There was no stock-based compensation expense related to stock options in 2005 and
2004 because the intrinsic value method was used in accordance with APB 25 to account for stock-based
awards. Unrecognized compensation cost related to stock options of $0.9 million at December 31, 2006 is
to be recognized over a weighted average period of 1.1 years.

On September 7, 2005, the Compensation Committee of the Company’s Board of Directors approved
the immediate vesting of 115,533 options originally granted on February 2, 2005 and May 4, 2005. At the
time of the vesting, the market value of the Company stock was less than the exercise price of the options.

Restricted shares awarded under the Program are generally released to the recipient after a period of
three years. At December 31, 2006, under the Company’s restricted stock plan, 115,170 non-vested sharcs
were outstanding. The number and weighted average grant-date fair value of restricted shares issued in
cach of the last three years was as follows: in 2006, 47,720 sharcs were issued at a weighted average fair
value of $69.61; in 2003, 49,825 shares were issued at a weighted average fair value of $64.38; and in 2004,
33,110 shares were issued at a weighted average fair value of $57.07. Compensation expense related to
restricted stock awards of $3.3 million, $2.1 million and $1.0 million were recognized for the years ended
December 31, 2006, 2005 and 2004, respectively. Unrecognized compensation cost related to restricted
stock awards of $3.4 million at December 31, 2006 is to be recognized over a weighted average period of
2.1 years.
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Stock option activity under the Company’s employce and non-cmployee stock-based plans was as
follows:

Shares Exercise Price
Outstanding at December 31,2003 .. ... o e 1,043,470 $38.36
Options granted. . ... .ottt i e e e 182,700 57.21
OPiONS EXEICISEd ottt ettt e e e e e, (185,718) 31.83
QOutstanding at December 31,2004 ... ... 1,040,452 $42.83
Options granted. . .. ... e e 248,300 64.42
Options exercised .. ... e ( 137,972% 36.53
Optionscancelled . . ... . s (2,233 57.07
Outstanding at December 31,2005 .. ... .. 1,148,547 $48.23
Options granted. . ... .ot i e 189,500 68.99
Options eXerciSed ..o\t e e e e (350,169% 40.66
Optionscancelled ... ... ... . .. (5,333 55.40
Outstanding at December 31,2006 . ... ..ot 982,545 $54.85

The total intrinsic value of options exercised during the year ended December 31, 2006 was $13.6
million. The weighted average contractual term of options outstanding at December 31, 2006 was 6.25
years.

At December 31, 2006, 2005 and 2004, 833,879, 1,037,647 and 855,485 options were exercisable, with a
weighted average exercise price of $52.49, $46.95 and $40.99, respectively. The weighted average
contractual term of options exercisable at December 31, 2006 was 5.74 years.

The fair value of shares vested during 2006 was $1.8 million.

The aggregate intrinsic value of options outstanding and exercisable at December 31, 2006 and 2005
was $24.6 million and $22.9 million, respectively.

Note 12—Other Comprehensive Income (Loss)

The change in Accumulated other comprehensive income (loss) has no impact on Net income but is
reflected in the Consolidated Balance Sheets through adjustments to Sharcholders’ equity. Other
comprehensive income (loss) is derived from adjustments to reflect the minimum post-retirement benefit
liability, foreign currency translation adjustments, and unrealized gains (losses) on hedging activities. The
components of Other comprchensive income (loss) are as follows:

Pre-Tax Tax Expense After-Tax
Amount (Benefit) Amount
In thousands

Year Ended December 31, 2004

Minimum pension liability ............. ... oo $11,445  § 4,006 $ 7,439

Foreign currency translation. . ... ..o oo ieinens 14,392 1,717 12,675

Loss on hedging activities ... ..o iin e i i i . (214) (106) (108)
Other comprehensive iNCOME. ... ..o oo i $25,623 $ 5617 $20.006

Year Ended December 31, 2005
Minimum pension Hability ... 0 0 e
Foreign currency translation. . ... ... o e
Loss on hedging activities .................. .. .. ..,
Other comprehensive loss......oooocoi i

Year Ended December 31, 2006
Minimum pension liability .............oo oo

Foreign currency translation. .............cit i iiennnian 9,417 2,715 6,702
Income on hedging activities ..............cooii it 5,607 2,242 3,365
Other comprehensive income, .. ................. 0o, $12676 $ 4,075 $ 8,601
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The accumulated balances for each classification of comprehensive in

come (loss) are as follows:

Accrued Accumulated
Foreign Minimum Post-Retirement Other
Currency Pension Benefit Cash Flow  Comprehensive
Items Liahility Liability Hedges Income (Loss)
In thousands
Balance at December 31,2004 ........ $19,783 8§ %9,587 $ — (64 $10,132
Net current period change ... (3.916) 2,914 — 487 (7317
Balance at December 31,2005, ....... 15,867 {12,501 — (551) 2,815
Net current period change .........-- 6,702 (1,466 — 3,365 8,601
Adoption of SFAS 158, e — 13.967 (16,932) — (2,965)
Balance at December 31,2006 ........ $22569 3 — (16,932) $2,814 8,451

Note 13—Retirement Plans

Carlisle maintains defined benefit retirement plans for
bascd primarily on years of service and carnings of the employce. On D
adopted the recognition and disclosurc provisions of SFAS 15
recognize the funded status of its defined benefit pension an
December 31, 20006 Consolidated  Statements
corresponding adjustment to Accumulated other comprehensive incom
Accumulated other comprehensive income at adoption represents t
unrecognized prior service costs, and unrecognized transition obligat
adoption of SFAS 87, all of which were previously netted against the pla
Consolidated Balance Shects pursuant to the provisions of SFAS 87.T
recognized as net periodic pension costs pursuant to the Company’s
amortizing such amounts. Further, actuarial gains and losses that arise in
recognized as net periodic pension costs in the same periods wi
comprehensive income. These amounts will be subsequently
pension costs on the same basis as the amounts recognized in
prior to the adoption of SFAS 138.

of Earnings an

recognized

The incremental effects of adopting the provisio
Balance Shects at December 31, 2006, are presented int
no effect on the Company’s Consolidated Statements of Earnings
or for any period presented, and wi
Company not been required to adopt SFAS 158 at
additional minimum liability pursuant to the provisions of SFAS 87.
additional minimum liability is included in the table below in the colu
SFAS 1587

for the

The following disclosures include both co

The effect of adopting SFAS 158 on defined bencfit pension plans

Il not affect the Company’s operating r
December 31, 2006, it would have reco

—_—
_—

the majority of its employees. Benefits are

ccember 31, 2006, the Company

8. SFAS 158 requires the Company to
d post-retirement medical benefit plans in the
d Comprehensive [ncome, with a
e, net of tax. The adjustment 10
he net unrecognized actuarial losses,

ion remaining from the initial

w's funded status in the Company’s
hese amounts will be subscquently

historical accounting policy for
subsequent periods and are not

i be recognized as a component of Other

as a component of nct periodic

Accumulated other comprehensive income

ns of SFAS 158 on the Company’s Consolidated
he following table. The ado

ption of SFAS 158 had
years ended December 31, 2006,
esults in future periods. Had the
gnized an
The cffect of recognizing the
mn labeled “Prior to Adopting

ntinuing and discontinued operations.

is represented in the following

table:

Prior to Effect of As Reported at

Adopting Adopting December 31,

SFAS 158 _SFAS 158 2006

In thousands

Doferred INCOME TAXES « .« v ro v wnrrremenessrsrmsmene $ 883 $ 1,332 $ 2,215
Notes receivable and Other assets ... .oovvvrermrereerr 1,598 (1,598) —
ACCTUCH CXPEISES oo orwmsnnemresmsersss s mmemrmmsrrrrre s — 546 546
Other long-term Habilities. ... ..ooo ooooemensrmemmerre s 35,261 1,399 36,660
Accumulated other comprehensive iNCOME. . .....oooveooeeenes (13,967) (2,210) (16,177)
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Included in Accumulated other comprehensive income at December 31, 2006, are the following,
amounts that have not yet been recognized in net periodic pension costs: unrecognized prior service credit
of $0.3 million ($0.2 million, net of tax) and unrecognized actuarial losses of $26.2 million ($16.4 million,
net of tax). The prior service credit and actuarial loss included in Accumulated other comprehensive
income and expected to be recognized in net periodic pension costs during the fiscal year ended
December 31, 2007, arc $0.1 million (30.06 million net of tax), and $1.5 million (30.9 million net of tax),
respectively,

The reconciliation of the beginning and ending balances of the projected pension benefit obligation,
the fair valuc of the plan assets for the year ended December 31, 2006, and the accumulated benefit
obligation at December 31, 2006, are as follows:

2006
In thousands

Funded status
Projected benefit obligation

Beginning of year . ... ... e e $174,067

L 41T 1 (2,826)

End of year. ..o e e 171,241

Fair value of plan asscts

Beginning of year .. ... 129,914

AN . e 1,198

Endofyear. . ..o e 131,112
Funded status end of year .. oo e $ (40,129)
Accumulated bencfit obligationatendofyear. ... o $167,980

The plans’ weighted-average asset allocation at December 31, 2006 and 2005 by asset category was as
follows:

2006 2005
ULS. eqUity SECUTILICS ... ittt et i e e et e ai e et e s 47% 47%
International eqUILy SECUFTTIES . . ... ittt it it ei et iaeeas 15% 15%
FIxed-InCOme SeCUMILICS .. .o e e st et e i i 33% 32%
Other . e e e 4% 4%
Cash. o e 1% 2%
Planassets at end of year. ..o i e e 100%  100%

The Company employs a total return investment approach whereby a mix of equities and fixed income
investments arc used to maximize the long-term return of plan asscts for a prudent level of risk.
Periodically thc Company will modify the target asset allocation to enhance total return. The established
target allocation is 60% cquity securities, 35% fixed income sccurities and 5% alternative investments.
Risk tolerance is established through careful consideration of plan liabilities, plan funded status, and
corporale financial condition. The investment portfolio contains a diversified blend of equity and fixed-
income investments. Equity investments are diversified across U.S. and international stocks, as well as
growth, value, and large and small capitalizations. Investment risk is measured and monitored on an
ongoing basis through investment portfolio reviews, annual liability measures and asset/liability studies.
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The reconciliation of the beginning and ending balances of the projected benefit obligation (pension
only), the fair value of the plan assets at the end of the year, and a reconciliation of the accrued benefit
cost at the end of year, are as follows:

The change in plan assets:

2006 2005
In thousands
Fair value of plan assets at beginningofyear ........... ... ... ... ... ... $129.914 $119,522
Actual return on plan assets . ..o vu i i e e e 5,777 18,316
L AT £ T < — (5,372)
Company contribulions . . ... e 10,874 9,292
Benefits paid ... ..o i (15,453) (11,844)
Fair value of plan assetsatend of year. ............ ... ... i $131,112  $129914
Reconciliation of the accrued benefit cost:
2005
In thousands
FUNAEd StatUS. . oottt ettt et e e e e e $(43,258)
Unrecognized net actuarial 10S8. ... ... . s 26,327
Unrecognized prior SEIVICE COSE. ..o v vttt e e i ce i aaas (1,279)
Company cOnIIDULIONS . ...ttt i e et e 118
ACCTUEd BENE Il COSE. . o oot s oo ettt e et e e e e $(18,092)

The Company’s disclosures for its defined benefit retirement plan are determined based on a
September 30 measurement date. A reconciliation of the funded status of the plan based on this
measurement date and the liability recorded on the Company’s balance sheet at December 31, 2006 is set
forth below:

2006
In thousands
Funded Stalus, . .. ... o i et e e e $(40,129)
Fourth quarter contributions .. ...t e et iaa e aae s 2.923%
Liability atend of vear. ... ... ..o i e $(37,206)

The accumulated benefit obligation for all defined benefit pension plans was $168.0 million and
$169.6 million at December 31, 2006 and 2005, respectively.

Minimum contributions to the Company’s pension plans in 2007 are expected to be $16.4 million.
However, the Company expects to contribute approximately $20.2 million to its pension plans in 2007 in
order to qualify for transition relicf under the Pension Protection Act of 2006,

Components of net periodic benefit cost for years ended December 31:

2006 2005 2004
In thousands

S IVICE COSE. « o ot ettt s e et et e et e e e e $5615 $ 6343 § 6,025
It erEst COBt . Lttt e e 9,478 9,494 9,781
Expected return on planassets. .. ... (9,857) (10,298; (10,046}
Curtailment (gain) eXpense. . ....... ..o i, (603) {930 380
Amortization of unrecognized netloss. . ...........o ool 1,531 420 533
Amortization of unrecognized prior service cost .................... (189) (217) (231)
Net periodicbenefit Cost ... .....oove i $5975 § 4812 § 6448
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The curtailment income of $0.6 million in 2006 was due to the Company’s sale of the systems and
cquipment businesses. The 2005 curtailment gain of $0.9 million was due to the Company’s sale of its
automotive components business which affected a portion of the Core Plan, and the Canton and Crestline
plans in full. The 2004 curtailment charge of $0.4 million was duc to the Company’s amendment of the
Director Retirement Plan,

Assumptions for benefit obligations at December 31;

2006 2005
DISCOUNT FATE . . ..o ettt et et et e e e e e e 5.85% 5.65%
Rate of compensation iNCrease ...ttt 4.29% 3.50%

Carlisle used an assumed discount rate of 5.85% for the 2006 valuation. The Company changed its
assumption for the 2006 and 2005 valuation by basing the discount rate on a yield curve which provides
better matching of the expected future retirement plan cash flows with projected vields.

Assumptions for net periodic benefit cost for years ended December 31:
2006 2005 2004

DHSCOUNt TAtE . . e 5.65% 6.00% 610%
Rate of compensation inCTease ... ... ... .oiiiiii i 3.50% 3.50% 3.50%
Expected long-term return on plan assets ... ... it 8.50% 8.50% 8.75%

The Company considers several factors in determining the long-term rate of return for plan assets,
Current market factors such as inflation and interest rates are evaluated and consideration is given to the
diversification and rebalancing of the portfolio. The Company also looks to peer data and historical returns
for rcasonability and appropriateness.

The 2006 and 2005 pension plan disclosures were determined using a September 30 measurcment
date. The Company recorded an intangible asset of $1.7 million at December 31, 2003, primarily for
unamortized prior service costs, which is recorded in Notes receivable and Other assets. The change in the
minimum liability included in other comprehensive income (loss), before taxes, for 2006, 2005 and 2004
was $(2.3) million, $(5.3) million and $11.4 million, respectively.

Additionally, the Company maintains retirement savings plans covering a significant portion of its
employees. Expenses for these plans were approximately $8.6 million in 2006, $8.7 miilion in 2005 and $8.1
million in 2004, The Company also sponsors an employee stock ownership plan (“ESOP”) as part of one of
its existing savings plans. Costs for the ESOP are included in the previously stated expenses. The ESOP is
available to eligible domestic employces and includes a match in the Company’s common stock of
contributions made by plan participants to the savings plan up to a maximum of 4.00% of a participant’s
eligible compensation. Participants are not allowed to direct their contributions to the savings plan to an
investment in the Company’s common stock. A breakdown of shares held by the ESOP at December 31 is
as follows:

2006 2005 2004
Sharesheldby the ESOP....... ... ... ... . ... ... ... ..., 1,381,984 1,516,323 1,628,579

The Company also has a limited number of unfunded post-retirement benefit programs. Carlisle’s
liability for post-retirement medical benefits is limited to a maximum obligation; therefore, the Company’s
liability is not materially affected by an assumed health care cost trend rate.
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The effect of adopting SFAS 158 on post-retirement benefit plans is represented in the following
table.

Prior to Effect of As Reported at
Adopting Adopting December 31,

SFAS 158  SFAS 158 2006
In thousands
Deferrod IMCOME TAXES . . . oo ervee e mrnnmsssr s e s $ — $ 455 $ 455
ACCTUEE EXPENISES .« v vv e eeesn s e s st s s s st 761 817 1,578
Other long-term Habilities. . ... ooveneeeemrereemree e 374 394 768
Accumulated other comprehensive InCOmMe. .. ....vevev e — (755) (755)

Included in Accumulated other comprehensive income at December 31, 2006, are the following
amounts that have not yct been recognized in net periodic retiree medical costs: unrecognized transition
obligation of $0.2 million (0.1 million nct of tax) and unrecognized actuarial losses of $1.0 million (30.6
million, net of tax).

The reconciliation of the beginning and ending balances of the projected post-retirement benefit
obligation, the fair value of the plan assets for the year ended December 31, 2006, and the accumulated
benefit obligation at December 31, 20006, are as follows:

2006
In thousands

Funded status
Projected benefit obligation

BOEIANING OF YEAT - .o evremoessres s me s see s sse st $12,598
CRAMEE « o« e e er e e s e s T { 9.977)
N SR 2,621
Fair value of plan assels
BOEIMMNG OF YEAT . or e eeeeseressms s sre s st n —
CRANEE « -+ e e eee e s s s e e T —
BN OF YT, - -+ e e onoremeem s s —
Funded Statts €nd Of YEAT . .. oo vrenersnssrrsean s et $(2.621)
Accumulated benefit obligation at cnd OF YEAT -+ vvevaneeeeems st $ 2,621

The Company’s 2006 and 2005 disclosures for its post-retircment benefit programs are determincd
based on a September 30 measurement date.

The change in post-retirement medical projected benefit obligation:

2006 1005
In thousands
Benefit obligation at beginning of year ......ovveerreeere $12,598 $12,253
e O R 2 3
TEETESE COST. -« e v v vvemennnem s er e 483 680
Participant CONLADULIONS L. veeenmveemeermerreememsr e 926 951
Curtailment gain .. ..o oo er e (8,906) -—
ACHIATIAY LOSS « e v vveamrvme s rmma s (367) 1,268
Benefits Paid . .« ooonvremnnrn oo (2,115) (2,557)
Benefit obligation at end of year.......oovemveremerrmrrnt $ 2,621 §$12,598
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Reconciliation of the post-retirement medical accrued benefit cost:

2005
In thousands
Funded status .. ... o $(12,598)
Unrecognized net actuarialloss . ....... ... .. ... .. ... ... ..., 3.698
Unrecognized transition obligation ............ ... ... ... ... ... 1,547
Company and retiree contributions ........... ..o i e 401
Accrucd benefit Cost .ot $ (6,952)

The Company’s disclosures for its defined benefit retirement plan are determined based on a
September 30 measurement date. A reconciliation of the funded status of the plan based on this
measurcment date and the liability recorded on the Company’s balance sheet at December 31, 2006 is set
forth below:

Reconciliation from measurement date to December 31;

2006
In thousands
Funded status ... e $(2.62D)
Fourth quarter contributions. ... .. i i i e 275
Liabilityatendof year ... ... . .o $(2,346)

Company contributions in 2007 are estimated to be consistent with contributions made in 2006.

The Company’s post-retirement medical benefit obligations were determined using an assumed
discount rate of 5.85% and 5.65% for years ended December 31, 2006 and 2005, respectively. The
Company changed its assumption for the 2006 and 2005 valuation by basing the discount rate on a
projected yield curve which provides better matching of the expected future retirement plan cash flows
with projected yields.

Components of net periodic post-retirement benefit costs for years ended December 31:

2006 2005 2004
In thousands
SCIVICE COSL .ttt et e e e e $ 1 % 3 % 4
InECTest COSL. ot e e e e 483 680 729
Curtailment gain, ... i (5,722) — —
Amortization of unrccognized loss.......... ... ... ..., 193 147 112
Amortization of unrecognized net obligation........... 220 220 220
Net periodic benefitcost. ... . ... ... L $(4,825) $1,050 $1,065
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The curtailment gain of $5.7 million in 2006 was due to the elimination of the subsidized post-
retirement medical coverage for Carlisle Power Transmission Product’s participants effective June 1, 2006.

The Company’s post-retirement medical benefit cost for 2006, 2005 and 2004 was determined using an
assumed discount rate of 5.65%, 6.00% and 6.10%, respectively.

The following is a summary of estimated future benefits to be paid for the Company’s defined benefit
pension plan and post-retirement medical plan a1 December 31, 2006. Benefit payments arc cstimated
based on the same assumptions used in the valuation of the projected benefit obligation (in thousands):

Defined Benefit Post-Retirement

Year Retirement Plan Medical Plan
D007, s et $12,758 £219
0 ) TP PR TR LA $12,517 $219
P10 T R $13,169 $219
P 0L T $13,147 $214
0] 1 P $13,915 $203
DO12=20T6 o v ivevaranrrrnamt s $74,878 $813

Note 14—Income Taxes

The provision for income taxcs from continuing operations is as follows:

2006 2005 2004
In thousands

Current expense
T $55,171 $53,447 $33,372
State, 106l and OHET .. .o vvenuvr e 6,692 6,297 4,355
61,863 59,744 37,7217

Deferred expense (income)

I P DRSSPSR RT SRR 15,191 (3,688) 9,481
State, focal and OthET . ... ovuensneir et 977 4,396 1,342
16,168 708 10,823

TOtAl POVISION. . o« w e eees s emeseme s s s sttt $78,031 $60,452 $48,550
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Deferred tax assets (liabilities) are comprised of the following at December 31:

2006 2005
In thousands

Extended warranty . . ... e $ 22,132 § 21,382
Iventory fEseIVES. Lot e e 4,882 2,712
Doubtful receivables. .. ... 3,798 4,990
Employee benefits ... e e e e 16,656 25,874
Foreign loss carryforwards . ... ... e 2,686 4,422

Less: valuation allowance . .. ... .. ...t e e e (2,686) (2,771)
Capital loss carryforwards ... ... o o — 3,275

Less: valuation allowance ... ... . o i e — (3,275)
L0 11 5V R o - N 625 743
Gross deferred assels . ... i e e 48,093 57,352
Depreciation ...t e e e e e e (46,569) (52,241)
AMOMTIZALION Lo vttt ety et et e et et e i anarnaans (29,6200  (19,693)
Gross deferred liabilities . . ... . e (76,189) (71,934)
Net deferred tax liabilities. ....... ... . . . e $(28,096) $(14,582)

In assessing whether deferred tax assets are realizable, the Company considers if it is more likely than
not that they will be realized. Realization of deferred tax assets is dependant upon the generation of future
taxable incomec during the periods in which those temporary differences become deductible. At
December 31, 2006, it was determined that certain carryforward tax attributes may not be fully realized.
Accordingly, a valuation ailowance was provided to reduce the related deferred tax assets. There are
approximately $9 million of foreign loss carryforwards that can be carried forward indefinitely. Based on
historical levels of taxable income and projections of future taxable income over the periods in which
deferred tax assets are deductible, the Company believes it is more likely than not the benefits of
remaining deductible differences will be realized.

A reconciliation of taxes from continuing operations computed at the statutory rate to the tax
provision is as follows:

2006 2005 2004
In thousands

Federal income taxes at statutory rate on income from continuing

OPETALIONS. . . ottt ettt e e e e s $89.362 $67.961 $55,756
Benefitforexportsales .......... ... ... i 1,077y  (L,036) (1,150)
Benefit for manufacturing deduction ......... ... ... L (1,799)  (1,604) —
State and local taxes, net of federal income tax benefit................ 4,455 3,249 1,408
Rate difference on foreignearnings ... ... . . (6,255  (4,906)  (1,693)
Settlement of IRSaudit....... ... .. . . . — (3,000 (3,734
Effect of taxlawchanges.. ... ... ... . i, (4,333) — (1,878)
Tax Credits .o e e s (2,829) — —
Other, Dt . e e 507 (212} (159)

$78,031 $60,452 $48,550
Effective income tax rate on continuing operations. . ................. 30.6% 31.1%  30.5%

Cash payments for income taxes, net of refunds, were $87.7 million, $33.4 million and $51.8 million in
2006, 2005 and 2004, respectively.
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The Company’s income before tax from U.S. and non-U.S. opcrations amounted to $254.5 million and
$41.6 million, respectively, for the year ended December 31, 2006, $133.3 million and $26.6 million for
2005 and $93.3 million and $17.3 million for 2004. The Company has not provided U.S. tax on cumulative
undistributed earnings of non-U.5. subsidiarics where such carnings are considered indefinitely reinvested.
Generally, the Company has provided U.S. tax on cumulative undistributed carnings of non-consolidated
foreign subsidiaries, where such carnings are not considered indefinitely reinvested. However, due to U.S.
tax law changes surrounding the U S. foreign tax credit regimc, only minimal incremental U.S. tax would

be due on such repatriations. Below is a chart of unrepatriated carnings for the most current three years.

2006 2005 2004
In millions

Indefinitely reinvested. . ... ..oueeeirerae e $73.2 $554 §633
Not indefinitely reinvested . . oooevemiarmer e 2.6 17.8 15.2
P O DTSR PPRP PR R $96.8 $73.2 §$785

Note 15—Other Long-Term Liabilities

The components of other long-term liabilities arc as follows:

December 31,  December 31,

2006 2005
In thousands
DCTErTEd LAXES + o v vvvenrrnernnmr i sses et $ 64,872 $ 49,754
Pension and other post-retirement obligations ..........- 37,427 47,714
Long-term warranty ObHEAtIONS .\ vevvrraeere e 2,754 2,535
Lo S R 6,580 3,135
Non-current liabilitics associated with assets held for sale . — (99)
Other long-term Habilities ... o.ooomvereremmmerreee $111,633 $103,039

Note 16—Commitments and Contingencies

For its continuing and discontinued operations, the Company is obligated under various
noncancelable operating leases for certain facilitics and equipment. Rent expense was $16.8 million, $16.7
million and $18.3 million in 2006, 2005 and 2004, respectively. Future minimum payments under its various
noncancelable operating leases in cach of the next five ycars are approximately $14.6 million in 2007, $11.1
million in 2008, $7.8 million in 2009, $6.3 million in 2010, $4.8 million in 201! and $7.5 million thereafter.

At December 31, 2006, letters of credit amounting to $48.5 million were outstanding, primarily to
provide security under insurance arrangements and certain borrowings.

The Company has financial guaranice lines in place for certain of its operations in Asia and Europe to
facilitate working capital needs, customer performance and payment and warranty obligations. At
December 31, 2006, the Company had issucd guarantees of $3.1 million, of which $1.4 million represents
amounts recorded in current liabilities or Other long-term liabilities. The fair value of these guarantees is
estimated to equal the amount of the guarantees at December 31, 2006, due to their short-term nature.

During 2005, the Company sold certain assets and liabilities of its discontinued automotive
components business which was part of a series of sales. At the time of the sale, the discontinued
automotive components business was party to certain equipment and real property leasc contracts. As part
of the sale, however, the Company was not released from its obligations under these contracts. In
September 2006, the buyer filed bankrupicy. As a result, during the fourth quarter of 2006, the Company
paid its obligations under the equipment lease and sold a portion of the rclated equipment. The lease
buyout and equipment sale resulted in a loss of $2.6 million which is reflected in discontinued operations.
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Further, the buyer also assumed certain real estate leases in Mexico for which the Company has provided
guarantees. However, these facilities were not included in the bankruptcy filing and continue to be utilized
by the purchaser. The leases guarantecd by the Company expire in 2007 and 2011 and have total minimum
lease payments of $2.4 million as of December 31, 2006. The Company believes that the purchaser will
fulfill all obiigations required by those lease agreements.

The Company offers various warranty programs on its installed roofing systems, braking products,
truck trailers, and refrigerated truck bodies. The change in the Company’s aggregate product warranty
liabilitics for the period ended December 31 is as follows:

2006 2005
In thousands
Beginning reserve. ... $ 7939 § 8517
Current year provision ... " 11,071 11,658
Currentyear claims ..., " (12,070}  (12,236)
Ending reserve ... $ 6940 $ 7939

The amount of extended product warranty revenues recognized was $14.5 million for the year ended
Dccember 31, 2006, $14.2 million for the year ended December 31, 2005 and $14.3 million for the year
ended December 31, 2004,

The Company has entered into long-term purchase agreements clfective January 1, 2007 and Cxpiring
December 31, 2009 for certain key raw materials. Commitments are variable based on changes in
commodity price indices. Based on prices at December 31, 2006, commitments under these agreements
total approximately $77.5 million.

The Company maintains self retained liabilitics for workers’ compensation, medical, general liability
and property claims up 1o applicable retention limits. Retention limits are between $0.5 million and $1.0
million per occurrence for general liability, $0.5 million per occurrence for workers’ compensation, $0.1
million per occurrence for property and up to $0.5 million for medical claims. The Company is insured for
losses in excess of these limits.

The Company may be involved in various legai actions from time to time arising in the normal course
of business. In the opinion of management, the ultimate outcome of such actions will not have a material
adverse effect on the consolidated financial position of the Company, but may have x material impact on
the Company’s results of opcrations for a particular period. As a result of the favorable resolution of
certain legal actions, the Company recognized gains, net of legal fees, of $7.1 million during the year ended
December 31, 2006 and $3.6 million during the year ended December 3 [, 2005 that were included in Other
income, net. In addition, the Compuny recognized in Other income, net, a charge of $2.5 million relating to
an arbitration proceeding concerning the termination of a supply agreement for the year ended
December 31, 2006.

of the¢ Company’s employees. It is uncertain at this time whether agreements will be reached without
interruption of production, and the terms of the agreements ultimately reached could result in higher wage
and benefit costs.
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Note 17—Discontinued Operations and Assets Held for Sale

As part of its commitment 10 concentrate on its core businesses, in September 2006, the Company
announced plans to exit the giftware business of the foodservice products business. The sale is expected to
be completed in 2007. In November of 2005 the Company announced plans to sell the systems and
equipment businesses. In 2004, the Company disclosed plans to sell three businesses including the plastic
components operation of the tire and wheel business, the pottery business of the foodservice products
business, as well as all operations of the engineered products business. The assets of these operations have
met the criteria for, and have been classified as “held for sale” in accordance with SFAS 144, “Accounting,
for the Impairment and Disposal of Long-Lived Assets.” In addition, results of operations for these
businesses, and any gains or 108scs recognized from their sale, are reported as “discontinued operations” in
accordance with SFAS 144.

Total asscts held for sale at December 31 were as follows:

Iecember 31, December 31,
2006 2005
In thousands

Assets held for sale:

AUutOMOLIVE COMPONENES o .o oovvaneenrrere s $ — $ 716
Systems & EQUIPMENE ... oovornimnee e — 108,027
Giftware business of foodservice products ........-.... 1,296 5,340

Total assets held forsale ......ovoeiveomromnens $1,296 $114,083

The major classes of assets and liabilities held for sale included in the Company’s Consolidated
Balance Sheets were as follows:

December 31, December 31,
2006 2005
In thousands

Assets held for sale:

ReCeIVADIES . o v o eveenr e $ 141 $ 30,024
TAVERLOTIES. « o v v eevaevsnnerammsns s sens 536 17,161
Prepaid expenses and other current ASSEAS .« v v cae s 219 20,454
Total current assets held forsale ....oovvvevervens 896 67,639
Property, plant and equipment, NEl . .....ovvenrereees — 22,689
GoodWll, REL .o\t e e — 20,322
Patents and other intangible assets, NCL ..o eeeovn-- — 566
Notcs receivable and other assets........vovnveeerone —_ 197
Investments and advances to affiliates. . .ooveeeernernn 400 2,670
Total assets held forsale. . .....oooveirrrirraeremees $1,296 $114,083
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December 31, December 31,
2006 2005
In thousands

Liabilities associated with assets held for sale:

Short-tem debt, including current maturities . ..., ... .. $ — $ 156
Accounts payable...... ... ... ... ... ... ... 137 33,676
Accrued expenses..................... ... 5 7,022
Deferred revenue................... ... " p— 949
Total current liabilities associated with assets held for

sale..... 142 41,803
Long-termdebt.................. ... .7 — 871
Other long-term liabilities .............. ... o~ 99
Total liabilities associated with assets held for sale. , ... ... $142 $42,773

Net sales and income (loss) before income taxes from discontinued operations were as follows:

December 31,  December 3 I, December 31,
2006 2005 2004
In thousands

Net sales:
Plastic components operation of tirc and
wheel business ............ ... . $ — $ — $ 6,094
Automotive components ..... ..., ... .. 370 122,433 211,594
Pottery business of foodservice products, — 245 2,079
Systems and equipment ....... ... . 173,566 218,249 227,783
Giftware business of foodscrvice products 2,344 2,645 3,230
Net sales for discontinued operations ., . ., $176,280 $343 572 $450,780

Income (loss) from discontinued operations:
Plastic components operation of tire and

wheel business ................. . $ -— $ (414) % (8,504)
Automotive components ...... ... .. (4,278) (44,540) (48,025)
Pottery business of foodservice products. - (1,481) (3,197)
Systems and equipment ........ ... . 49,474 12,808 11,259
Giftware business of foodservice products (4,380) (615) (217)

Income (loss) from discontinued operations $ 40816 $(34,242) $(48,684)

In 2606, the Company completed the sale of the systems and equipment businesses, resulting in a gain
of $41.3 million,

[n 2005, the Company completed the sales of the plastic components operations of the tire and wheel
business and the pottery operations of the foodservice business, resulting in losses of less than $0.1 million
and $1.1 million, respectively. Included in 2004 results related to the plastic components operations of the

write-down to fair value of fixed assets. Results for the poitery operations of the foodservice business in
2003 included a $0.9 mitlion write-down to fair value of fixed assets,

The Company sold substantially all of the assets of the engineered products business in 2005, which
resulted in a loss of $29.2 million before taxes. Not included in these transactions were a small
manufacturing facility and certain accounts receivable, which included amounts due from Delphi
Corporation which filed for bankruptcy protection under chapter 11 of the U.S. Bankruptcy Code on
October 8, 2005. Also included in 2005 results were charges of $7.2 million related to the reserve of
receivables primarily associated with the commenced Delphi bankruptcy filing, as well as reserves against




fosses associated with the sale of the remaining assets. The ultimate loss will be determined upon the sales
or other disposition of these remaining assets. In 2004, the Company recorded an impairment charge of
$40.3 million against the goodwill of this business based on management’s assessment of fair value as well
as a $4.4 million write-down in a joint venture investment.

Note 18—Fair Value of Financial Instruments

The Company cstimates that the carrying amounts of its cash and cash equivalents, receivables, short-
term debt and accounts payabic approximate fair value duc to their short maturity, Sce Notc 7 regarding
the fair market value of the Company’s $ENI0Tr NOLCS,

Note 19—Segment Information

While the Company manages its businesses under the three operating groups. Construction Materials,
Industrial Components and Diversificd Componcnts, cffective September 30, 2006, the Company presents
five financial reporting segments st forth below. The Construction Materials and Industrial Components
financial reporting segments remain unchanged. The Diversified Componcnts group is represented by the
Specialty Products segment, the Transportation Products scgment and the General Industry scgment. The
accounting policics of the segments are the same as those described in the summary of accounting policies.
The chief operating decision maker evaluates segment performance by carnings before intcrest and
income taxes. The Company’s operations are reported in the following segments:

Construction Materials—the principal products of this segment arc rubber (EPDM}, FlececcBACK®
and thermoplastic polyolefin (TPO) roofing membrancs used predominantly on non-residential low-sloped
roofs, related roofing accessorics, including flashings, fasteners, sealing tapes, coatings and waterproofing
and insulation products. The markets served include new construction, re-roofing and maintenance of low-
sloped roofs, water containment, HYAC scalants, and coatings and waterproofing.

Industrial Components—the principal products of this scgment arc bias-ply, non-automotive rubber
tires, stamped and roll-formed wheels, industrial transmission belts and accessories. Primary markets
include lawn and garden—consumcrs, lawn and garden—commercial, golf cart, home appliance, powcr
equipment, trailer, all terrain vehicle, power sports/rccrcational vehicles, agriculture, and the related
aftermarkets.

Specialty Products—thce principal products of this scgment are heavy-duty friction blocks, disc linings,
braking systems parts, brake shoe remanufacturing and relining for on-highway Class 6, 7 and 8§ trucks,
braking systems for on-highway and industrial cquipment, specialty friction products, and brake actuation
systems for on-highway towed vchicles for manufacturers of heavy-duty trucks, trailers, brakes and axles,
heavy-duty equipment and truck dealers and replacement part and aftermarket distributors.

Transportation Products—the principal products of this segment are open-deck construction trailers,
dump trailers for the material hauling, specialized trailers for large-capacity multi-unit trailcrs and over-
the-road commercial trailers for heavy equipment and truck dealers and commercial haulers.

General Industry (All Other)—the principal products of this group include: (i) commercial and
institutiona! foodservice permancniwarc, table coverings, cookware, catering equipment, fiberglass and
composite material trays and dishcs, industrial brooms, brushes, mops, rotary brushes and carpet care
products for commercial and non-commercial foodservice operators and sanitary maintenance
professionals. (i) high-performance wire, cable, connectors and cable assemblies, including RE/microwave
connectors and cable assemblies primarily for the acrospacc, business aircraft, defense clectronics, test and
measurement  cquipment and - wircless ‘nfrastructurc  equipment  industries, and  (iii) insulated
tcmperaturc/climute-controllcd truck bodies for customers in warehouse-to-retail store delivery and home
food delivery.
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Corporate—includes general corporate expenscs. Corporate assets consist primarily of cash and cash
equivalents, facilities, deferred taxes and other invested assets.

Geographic Area Information—sales are attributable to the United States and to all foreign countrics
based on the country in which the product was produccd. Sales by country for the years ended
December 31 were as follows (in thousands):

Country 2006 2005* 2004*
United States . . ... e $2,343,517 $2,040,134 §$1,816,561
Canada ... e 96,505 81,311 77,850
L0 2 T 86,915 69,396 61,774
Netherlands .. ...t e e e 34,163 14,232 29,158
United Kingdom .. ... ... 16,020 — —
Al OIher. . e 1,390 1,892 11,257
Net SilCS. . e e $2,872,510 32206965  $1,996,600
*

Prior years’ presentations revised to exclude discontinued operations

Long-lived assets, comprised of net property, plant and cquipment, goodwill and other intangible
assets, investments and other long-term assets, located in the United States and foreign countries are as
follows (in thousands):

Country 2000 2005*
Long-lived assets held and used:
Umited SEALES . o oot e $669,193  $683,208
G, . 102,890 59,270
DN MIar R, e e e e 82,013 68,164
Netherlands .. ... e e e e 24,134 28,462
United Kingdom . . ... 14,536 —
CaAnada . o e e s 5,840 5,962
Y] 1 T o Y R A 498 10,392
Al Other .o e 72 93
Totalheldand used ... o i e e e $899,176 $855,641
Long-lived assets held for sale:
Lo TS B K 400 17,350
United Kingdom . . . ..o e e —_ 22428
D enmMarK. .o e —_ 2.813
Neetherlands . ... o e e e —_ 2,291
I, Lo e e e e e e — 1,562
Total held for sale. ..o i e e 400 46,444
Total long-lived a88e1S ...ttt e e e i $899,576 $902,085

*  Prior year presentation revised to reflect assets held for sale of discontinued operations

**  Includes investment in the Company's European roofing joint venture




Financial information for operations by reportable business segment is

summary:

Segment Financial Data

included in the following

Depreciation
and Capital
Sales(l) EBIT Assels Amortization Spending
In thousands
2006
Construction Materials(3)........-.. $1,111,184  $170,720 $ 585,613 $16,062 $ 46,519
Industrial Components ..........--- 764,506 60,429 587,640 22,325 15,516
Specialty Products. .. .ooooevreeeses 187,578 11,424 193,253 8,921 9,963
Transportation Products . .........-- 183,006 30,378 51,851 1,841 5,088
General Industry. .....ooooueoeinnes 326,236 31,140 251,310 8,740 13,552
COTPOTALC . .t vveevnvmenrmsere oo —_ (28,460) 206,854 1,385 16
P O $2,572,510 $275,631 $£1,876,521 $59,274 $ 90,654
2005(2)
Construction Materials(3). . ......... § 865,652 $131,844 $ 401,348 $14,078 $ 61,083
Industrial Components ............- 747,859 55,253 520,723 21,874 15,449
Specialty Products. . ...oooveveeeees 151,960 13,554 167,066 5.311 1,847
Transportation ProductS ......oeuve- 154,474 21,152 45,876 1,791 2,609
General Industry. ...oovoeeeenens 287,020 17,659 228,169 8,948 12,633
COTPOTALE .« v oeeenemenr e — (29,381) 89,090 1,062 6,847
Total oo et iii e $2,206,965 $210,081 $1,452,272 $53,0064 $101,068
2004(2)
Construction Materials(3)........... § 721,958 § 94,478 § 345,146 $10,156 $ 30,083
Industrial Components ...........«- 727,189 61,007 549,090 20,955 25,991
Specialty Products. . ..o veannononens 133,753 5,233 81,735 5,095 2,113
Transportation Products . ........... 113,803 6,408 38,612 1,800 1,279
General Industry......ooooouveeaees 299,897 27920 228,138 9,205 10,467
COTPOTALE . .o vevevmanemenestnnes — (21,431 83,271 1,411 303
TOMAl ot $1,996,600 $173,675 $1,325,992 $48,622 $ 70,236

(1) Excludes interscgment salcs

(2) 2005 and 2004 figures have been revised to reflect discontinued operations and conform with the 2006
segment presentation

(3) Construction Materials EBIT includes equity carnings from Icopal of $6.0 million, $2.5 million and
$2.4 million in 2006, 2005 and 2004, respectively.

A reconciliation of assets reported above to total assets as presented on the Company’s Consolidated
Balance Sheets is as follows:

2006 2005
ASSELS PEr 1able ADOVE Lo v e e e T $1,876,521 § 1,452,272
Asscts held for sale of discontinued operations (Note 17) o ovivmenemeeees 1,296 114,083

Total Asscts per Consolidated Balance SHEets . ..o cvvvvnvrmrneearisnes $1,877.817 $§ 1,566,355




A reconciliation of depreciation and amortization and capital spending reported above to the amounts

presented on the Consolidated Statement of Cash Flows is as foliows:

2006 2005 2004
Depreciation and amortization pertableabove ...... ... .. . .. . . 859,274 $53,064 $48,622
Depreciation and amortization of discontinued operations....... . .. . .. 562 3,258 12,443
Total depreciation and amortization. ..., $59,836  $56,322 $61,065
2006 2005 2004
Capital spending per table above........................ $90,654 $101,068 $70.236
Capital spending of discontinued operations. ... 4,825 7,174 7,387
Total capital spending ... ... $95479  $108242 $77.623
Note 20—Quarterly Financial Data
First Second Third Fourth Year
{(Unaudited) (In thousands except per share data)

2006*
Netsales...............o. $620,489 $692,055 $648,446 $611,520 $2,572,510
Grossmargin.................. . " $127,169 $146,886 $129,344 $119,190 § 522,589
Operating expenses...................... " $ 64,250 $ 62,138 § 59837 % 60,733 $ 246,958
Income from continuing operations, netoftax.... $§ 39,287 $ 54,990 $ 43,380 $ 39,629 $ 177,286
Basic carnings per share from continuing

operations......._. $ 129% 179 % 141 $ 129 ¢ 5.79
Diluted carnings per share from continuing

operations........._. $ 127% 177 $ 139 $ 127 % 5.70
Income (loss) from discontinued operations, net of

WX $ 1887 $ 1,058 § {4,832) % 40,290 $ 38,403
Basic carnings (loss) per share from discontinued

Operations.......................... . ... $ 006 % 0.04 $ 0i15Hs$ 131 $ 1.25
Diluted carnings (loss) per share from

discontinued operations ............... . ... 8 006 8 003 s 0.15}% 130 $ 1.23
Netincome (loss) .................... . $ 41,174 § 56,048 $ 38,548 $ 79919 % 215,689
Basic carnings (loss) pershare...... ... .. .. . .. $ 135% 183 % 126 $ 260 % 7.04
Diluted carnings (loss) pershare..... ... . .. .. $ 1338 1808 1.24 $ 257 s 6.93
Dividends pershare ............... $ 025% 025 % 927 $ 027 % 1.04
Stock price:

High .o $ 8256 $ 8899 $ 85.50 $ 9035

Low ..o $ 6759 % 7557 § 73.32 $ 78.24
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First Second Third Fourth Year
(Unaudited) (In thousands except per share data)

2005*
NELSALES v vevevenarrancn s $537,168 $590,965 $545,389 $533,443 $2,206,965
GTOSS MATZIM « o eeesnensrneeen s seens $110,103 $120,985 $105,585 $101,270 $ 437,943
OpCTating EXPENSES. . oo vvesesrsnrrsmerer oo $ 63,690 $ 54,817 $ 52,702 $ 56,653 % 227,862
Income from continuing operations, net of tax.... $ 28,848 $ 42,124 § 36,026 $ 26,723 $ 133,721
Basic earnings per sharc from continuing

OPETALIONS. .+ v vnvesvesemnnsnss e e snre e $§ 093 % 136 S LIS $ 088 § 4.35
Diluted earnings per share from continuing

OPEIAtIONS. . . oo eeeenres e $ 092 % 13 §% 117 $ 087 % 4.30
Income (loss) from discontinued operations, net of

e $  (593) 8 (7,448) $(16,323) $ (2,992) $ (27,356)
Basic earnings (loss) per share from discontinued

OPCTALIONS. « -+ osernmesmrrn s $ (002)$ (029)$ 0595 ©10F (0.89)
Diluted earnings (loss) per share from
" discontinued Operations .......eaeeeenneens $ (002)% (0.23) $ 0.53) % (0.10) $ (0.88)
Net income (J0S8) .. cvrverremmnomremneres $ 28255 $ 34,676 $ 19,703 $ 23,731 § 106,365
Basic carnings (loss) pershare........ooooveeree $ 091 % 1128 064 $ 078 % 346
Diluted earnings (loss) per share........coooeee $ 090§ Li1$ 064 $ 077 % 342
Dividends pershare ......ooeveerrerermeeres $ 023 % 0238 025 $ 025 % 0.96
Stock price:

High. v cvneenee e § 7272 % 7480 § 70.79 $ 70.73

T T ¢ 6112 $ 67.65 § 59.00 $ 58.88

NOTE: The sum of the quarterly per share amounts may not agrec to the respective annual amounts due
to rounding.

«  Quarterly financial data for the 2nd quarter 2006 and prior has been revised to reflect discontinued
operations.

Note 21-—Subsequent Events

On February 8, 2007, the Company announced that its Board of Directors approved a two-for-one
stock split of the Company’s common stock. One additional share of the Company’s common stock will be
issued on March 19, 2007 for each share of common stock held by stockholders of record as of the close of
business on March 7, 2007. The Company’s stock will begin trading on a split-adjusted basis on March 20,
2007. The Company has not restated any share or per sharc amounts as a result of this stock split within
this report.

On December 18, 2006, the Company signed a conditional agreement 0 acquire 100% of the equity
of Meixian Tengfei Tyre Co., Ltd. (“Meiyan™), a manufacturer of rubber tires for automobiles and
agricultural vehicles, motorcycles and field service trucks, located in Guandong, China, for total
consideration of approximately $19.6 million. The conditions were subscquently satisfied and the
(ransaction was completed on February 2, 2007. Meiyan will be under the management direction of the tire
and wheel business, which is included in the Industrial Components segment.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Sharcholders
Carlisle Companics Incorporated

We have audited the accompanying consolidated balance sheets of Carlisle Companies Incorporated
and subsidiaries as of December 31, 2006 and 2005, and the related consolidated statements of earnings
and comprehensive income, sharcholders' equity, and cash flows for cach of the Iwo years in the period
ended December 31, 2006. Our audits also included the financial statement schedule listed in the Index at
Item 15(a)2. These financial statcments and schedule are the responsibility of the Company’s
management. Our responsibility is to CXpress an opinion on these financial statements and schedule based
on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statcments. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as cvaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion,

In our opinion, the financial statements referred to ahove preseat fairly, in all material respects, the
consolidated tinancial position of Carlisle Companies Incorporated and subsidiarics at December 31, 2006
and 2005, and the consolidated results of their operations and their cash flows for cach of the two years in
the period ended December 31, 2006, in conformity with U.S. generally accepted accounting principles.
Also, in our opinion, the related financial statement schedule, when considered in relation to the basic
financial statements taken as a whole, presents fairly in all materia) respects the information set forth
therein.

As discussed in Note 11 and 13 of the consolidated financial statements, in 2006 the Company
adopted Statement of Financial Accounting Standards No. 123(R), Share-Bascd Payment and Statement
of Financial Accounting Standards No. 158, Employers’ Accounting for Defined Bencfit Pension and
Other Postretirement Plans.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the effectiveness of Carlisle Companies Incorporated’s internal conirol over
financial reporting as of December 31, 2006, based on criteria established in Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our
report dated March 1, 2007 expressed an unqualified opinion thereon.

/s/f ERNST & YOUNG LLP

Charlotte, North Carolina
March 1, 2007




Report of Independent Registered Public Accounting Firm
The Board of Directors and Sharcholders
Carlisle Companies Incorporated

We have auditcd management’s assessment, included in the uccompanying.“Managcmenl’s Report
On Internal Control Over Financial Reporting”, that Carlisle Companics Incorporated maintained
effective intetnal control over financial reporting as of December 31, 2006, based on crileria cstablished in
Internal Control—Integrated Framework issucd by the Committce of Sponsoring Organizations of the
Treadway Commission (the COSO criteria). Carlisle Companics Incorporated’s management is
responsible for maintaining effective internal control over financial reporting and for its assessment of the
cifectiveness of internal control over financial rcporting. Our responsibility is to express an opinion on
management’s assessment and an opinion on the effectivencss of the company’s internal control over
financia! reporting bascd on our audit.

Wwe conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether cffective internal control over financial reporting was maintained in
all material respects. Our audit included obtaining an understanding of internal control over financial
reporting, evaluating management’s assessment, testing and cvaluating the design and operating
cifectiveness of internal control, and performing such other procedures as we considercd necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the rcliability of financial reporting and the preparation of financial statements for
external purposes in accordance with gencrally accepted accounting principles. A company’s internal
control over financial reporting includes those policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the
assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with gencrally accepted accounting principles,
and that reccipts and expenditures of the company are being made only in accordance with authorizations
of management and directors of the company; and (3) provide reasonable assurance regarding prevention
or timely detection of unauthorized acquisition, use, or disposition of the company’s asscts that could have
4 material cffect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk
that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policics or procedures may deteriorate.

In our opinion, management’s assessment that Carlisle Companics incorporated maintained effective
internal control over financial reporting as of December 31, 2006, 1s fairly stated, in all material respects,
based on the COSO criteria. Also, in our opinion, Carlisle Companics Incorporated maintained, in all
material respects, effcctive internal control over financial reporting as of Deccember 31, 2006, based on the
COSO criteria.

We also have auditcd, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the consolidated balance shects of Carlisle Companies Incorporated and
subsidiarics as of December 31, 2006 and 2005, and the related consolidated statement of earnings and
comprehensive income, sharcholders’ equity, and cash flows for each of the two years in the period ended
December 31, 2006 of Carlisle Companies Incorporated and subsidiaries and our report dated March 1,
2007 expressed an unqualified opinion thereon.

Js{ ERNST & YOUNG LLP

Charlotte, North Carolina
March 1, 2007
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Report of Independent Registered Public Accounting Firm

The Board of Directors
Carlisle Companies Incorporated:

We have audited the accompanying consolidated statements of carnings and comprehensive income,
sharcholders’ equity, and cash flows of Carlisle Companies Incorporated and subsidiaries for the year
ended December 31, 2004, These consolidated financial statements are the responsibility of the Company’s
management. Our responsibility is to CXpress an opinion on these consolidated financial statements based
on our audit,

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards requirc that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statcments. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overail financial Slatement presentation. We believe that our
audit pravides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all materiul
respects, the results of their operations and their cash flows for the year cnded December 31, 2004, in
conformity with U.S, generally accepted accounting principles.

KPMG LLP
Charlotte, North Carolina
March 8§, 2005, except for Note | “Rcclzlssiﬁcations”, which is as of February 28, 2007




ftem 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

On May 4, 2005, the Audit Committee of the Board of Directors of the Company dismissed KPMG
LLP (“KPMG”) as the Company’s indcpendent public accounting firm and on May 17, 2005 cngaged
Ernst & Young LLP ("EY”) as the Company’s independent registered public accounting firm to audit the
Company's financial statements and the effectiveness of the Company’s internal controls over financial
reporting. EY has served as the Company’s auditors for the years ended December 31, 2006 and 2005.
EY's engagcment commenced on May 17, 2005.

The audit report of KPMG on the Company’s consolidated financial statements as of and for the year
ended December 31, 2004 as well as the audit reports of KPMG on management’s assessment of the
effectiveness of internal control over financial reporting as of December 31, 2004 and the cffectivencss of
internal control over financial reporting as of December 31, 2004 did not contain an adverse opinion or
disclaimer of opinion, nor were such audit reports qualificd or modified as to uncertainty, audit scope or
accounting principle.

During the year cnded December 31, 2004, and through May 4, 2005, there were no disagreements
with KPMG on any matter of accounting principle or practice, financial statement disclosure, or auditing
scope or procedure, which disagreements, if not resolved 1o the satisfaction of KPMG, would have caused
them to make reference thereto in their audit reports on the Company's financial statements for such year.

During the yecar ended December 31, 2004, and through May 4, 2005, there werc no “reportable
cvents” requiring disclosure pursuant to paragraph (a)(1)(v) of ltem 304 of Regulation S-K.

The Company provided KPMG with a copy of the foregoing disclosures. Attached as Exhibit 16.1 to
thc Company’s related Form 8-K, dated May 10, 2005, is a copy of KPMG's letter, dated May 10, 2005,
stating its agrecment with such statements.

During the year ended December 31, 2004, and prior to the date thc Company engaged EY. the
Company did not consult EY with respect to the application of accounting principles to a specitied
transaction, cither completed or proposed, or the type of audit opinion that might be rendered on the
Company's consolidated financial statements or internal controls over financial reporting, or any other
matters or reportable cvents as set forth in paragraph (a)(2)(i) and (ii) of ftem 304 of Regulation $-K

Item 9A. Controls and Procedures.

(a) Under the supervision and with the participation of the Company’s management, including the
Company’s chicf executive officer and chicf financial officer, the Company carried out an evaluation of the
effectivencss of the design and operation of the Company’s disclosure controls and procedures pursuant 10
Exchange Act Rule 13a-15. Bascd upon that evaluation and as of December 31, 2006, the chief exccutive
officer and chief financial officer concluded that the Company’s disclosure controls and proccdures are
cffective.

Management has preparcd a report on the Company's intcrnal control over financial reporting in
which management has determined that the Company’s controls are effective. A copy of management’s
report is set forth below.

{b) During the fourth quarter of 2006, there were no changes in the Company’s internal control over
financial reporting that have materially affected, or are reasonably likely to matcrially affect, the
Company’s internal control over financial reporting.

Manugement’s Report on Internal Control over Financial Reporting.

The Company’s management is responsible for establishing and maintaining adequate internal control
over financial reporting, Under the supervision and with the participation of the Company’s management,
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including the chief exceutive officer and chicf financial officer, the Company evaluated the effectiveness of
the design and operation of its internal control over financial reporting based on the framework in Internal
Control—Integrated Framework issued by the Committce of Sponsoring Organizations of the Treadway
Commission. Based on that evaluation, the Company’s chicf executive officer and chief financial officer
concluded that the Company’s internal control over financial reporting was effcctive as of December 31,
2000,

Management’s assessment of the effectiveness of the Company’s internal control over financial
reporting as of December 31, 2006, has been audited by Ernst & Young, LLP, an independent registered
public accounting firm, as stated in their report which is included herein.

Item 9B, Other Information,

None
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Part I11

Item 10. Directors and Executive Officers of the Registrant.

The following table sets forth certain information relating to

each executive officer of the Company,

as furnished to the Company by the executive officers. Except as otherwise indicated each executive officer

has had the same principal occupation or emp

Name

Stephen P. Munn

Richmond D.
McKinnish

John W. Altmeyer

Barry Littrell

Michael D. Popielec

_Age

64

57

48

52

45

Positions With Company

loyment during the past five years.

Period of Service

Chairman of the Board since January,
1994; and Chief Executive Officer from
September, 1988 to February, 2001.

Chief Executive Officer since February,
2001; President, since March, 2000; and
Executive Vice President from March,
1999 to March, 2000

Group President, Construction Materials
since November, 2005. President and
Chief Executive Officer of Carlisle
SynTec from July, 1997 to November,
2005.

Group President, Industrial Components
since November, 2005. President and
Chief Executive Officer of Carlisle

Tire & Wheel Company from April, 2000

to November, 2005. President and Chief
Executive Officer of Carlisle Power
Transmission from June, 2003 to
November, 2005.

Group President, Diversified
Components since November, 2005,
Formerly employed by (1) Danka
Business Systems, Inc. as Chief
Operating Officer, Americas from 2004
to 2005 and President and Chief
Operating Officer, International from
2003 to 2004, and (i) General Electric
Company as President and Chief
Executive Officer GE Power Controls
from 2000 to 2003.
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September, 1988 to date

August, 1974 to date

June, 1989 to date

March, 1996 to date

November, 2005 to date



Name Age Pusitions With Compuny Period of Service

Carol P. Lowe 41 Vice President and Chief Financial Janvary, 2002 to date
Officer since May, 2004, Treasurer from
January, 2002 to May, 2004. Formerly
employed by National Gvpsum
Company, a gypsum wall»oard
manufacturer, as Treasurer from
October, 2000 10 January, 2002 and
Assistant Treasurer from January, 1998
to October, 2000.

Kevin G. Forster 53 President, Asia-Pacific since September, August, 1990 to date
1947,
Steven J. Ford 47 Vice President, Secretary and General July, 1995 to date

Counsel since July, 1995.

The officers have been elected to serve at the pleasure of the Board of Directors of the Company.
There are no family relationships between any of the above officers, and there is no arrangement or
understanding between any officer and any other person pursuant to which he was selected an officer.

Information required by Item 10 with respect to directors of the Company is incorporated by
reference to the Company’s definitive proxy statcment filed with the Securities and Exchange Commission
on March 1, 2007.

The Company has adopted a Business Code of Ethics covering, among others, its principal executive
officer, principal accounting officer, and controiler. The Business Code of Ethics is published on the
Company’s website: www.carlisle.com. Any amendment to, or waiver of, any provision of the Business
Code of Ethics effecting such senior officers wiil be disclosed on the Company’s website.

In the Company’s definitive Proxy statement we describe the procedures under which shareholders
can recommend nominees for the Board of Directors. There have been no changes to those procedures
since the Company’s definitive proxy statement dated March 13, 2006,

Item 11.  Executive Compensation.

Information required by ltem 11 is incorporated by refercnce to the Company’s definitive proxy
statement filed with the Sccurities and Exchange Commission on March 1, 2007.
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Item 12. Security Ownership of Certain Beneficial Owners and Management,

Information required by Item 12 is incorporated by reference Lo the Company’s definitive proxy
statement filed with the Securities and Exchange Commission on March 1, 2007.

The number of securities to be issued upon the exercise of stock options under the Company’s equity
compensation plans, the weighted average €Xercise price of the options and the number of securities
remaining for future issuance arc as follows:

(c} Number of securities
remaining available for
future issuance under

(a) Number of sccurities equily compensation
to be issued upon (b) Weighted-average plans (excluding
exercise of outstanding exercise price of securities reflected in
Plan Category aptions options outstanding columnia)
Equity compensation plans approved by
security holders .. ......ocoamveeos 982,545 $54.85 2,296,170

ftem 13. Certain Relationships and Related Transactions.

Information required by Item 13 is incorporated by reference 10 the Company’s definitive proxy
statement filed with the Sccuritics and Exchange Commission on March 1, 2007.
Item 14. Principal Accountant Fees and Services.

[nformation required by Item 14 is incorporated by reference to the Company’s definitive proxy
statement filed with the Sccurities and Exchange Commission on March 1, 2007.
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Part IV
Item 15. Exhibits and Financial Statement Schedules.
Financial statements required by Item 8 are as follows:

Consolidated Statements of Earnings, years ended December 31, 2006, 2003 and 2004
Consolidated Balance Sheets, December 31, 2006 and 2005

Consolidated Statements of Cash Flows, years ended December 31, 2006, 2005 and 2004
Consotidated Statements of Sharcholders’ Equity, years ended December 31, 2006, 2005 and 2004
Notes to Consolidated Financial Statements

Financial Statement Schedules
Schedule [I—Valuation and Qualifying Accounts

Exhibits applicable to the filing of this report are as follows:

3 By-laws of the Company.(a)

3.1 Restated Certificate of Incorporation as amended April 22, 1991.(d)

(3.2) Certificate of Amendment of the Restated Certificate of Incorporation dated
December 20, 1996.(f)

(3.3) Certificate of Amendment of the Restated Certificate of Incorporation dated April 29,
1999.(i)

4 Sharcholders’ Rights Agreement, February 8, 1989.(a)

(4.1) Amendment to Shareholders’ Rights Agreement, dated August 7, 1996.(¢)

(4.2) Amendment No. 2 to Shareholders’ Rights Agreement, dated May 26, 2006.(q)

(4.3) Trust Indenture.{g)

(4.4) First Supplemental Indenture, dated as of August 18, 2006.(r)

{(10.1) Exccutive Incentive Program.(b)

{10.2) Amendment to Executive Incentive Program.(h)

(10.3) Amended and Restated Executive Incentive Program.(1)

(10.4) Form of Nonqualified Stock Option Agreement.(m)

(10.5) Form of Restricted Share Agreement.(m)

(10.6) Form of Executive Severance Agreement.(c)

(10.7) Summary Plan Description of Carlisle Companies Incorporated Director Retirement Plan,
effective November 6, 1991.(c)

(10.8) Amendment to the Carlisle Companies Incorporated Director Retirement Plan.(k)

(10.9) Nonemployee Director Stock Option Plan. (i)

(10.10)  Amended and Restated Non-Employee Director Stock Option Plan.(j)

(10.11)  Form of Stock Option Agreement for Nonemployee Director.(n)

(10.12)  Amended and Restated Nonemployee Director Equity Plan.(o)

(10.13)  Form of Nonqualificd Stock Option Agreement for Nonemployee Directors.(p)

(10.14)  Form of Restricted Share Agreement for Nonemployee Directors.(p)

(10.15)  Carlisle Companies Incorporated Deferred Compensation Plan for Non-Employee

(10.16)  Senior Management Incentive Compensation Plan.(1)

(10.17)  Summary of Compensation Arrangements for Executive Officers.

(10.18)  Summary of Compensation Arrangements for Nonemployee Directors.

(12} Ratio of Earnings to Fixed Charges,

(2h Subsidiaries of the Registrant.

(23.1) Consent of Ernst & Young LLP,

(23.2) Consent of KPMG LLP.

GLD) Rule 13a-14(a)/15d-14(a) Certifications,
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{31.2) Rule 13a-14(a)/15d-14(a) Certif jcations.

(32)

Section 1350 Certification.

(a)
(b)
(©)
(d)

(e)
(f)

(2)
(h)
(i)
)
(k)
()
(m)
(n)
(0)
()
(q)

(1)

Filed as an Exhibitto the Company’s annual report on Form 10-K for the year ended
December 31, 1988 and incorporated herein by reference.

Filed with the Company’s definitive proxy statement dated March 9, 1994 and incorporated
herein by reference.

Filed as an Exhibitto the Company’s annual report on Form 10-K for the year ended
December 31, 1990 and incorporated herein by reference.

Filed as an Exhibitto the Company’s annual report on Form 10-K for the year ended
December 31, 1991 and incorporated herein by reference.

Filed as an Exhibit to Form 8-A/A filed on August 9, 1996 and incorporated herein by reference.

Filed as an Exhibitto the Company’s annual report on Form 10-K for the year ended
December 31, 1996 and incorporated hercin by reference.

Filed as an Exhibit to the Company’s registration statement on Form S-3 (No. 333-16785) and
incorporated herein by reference.

Filed with the Company’s definitive proxy statement dated March 9, 1998 and incorporated
herein by reference.

Filed as an Exhibitto the Company’s annual report on Form 10-K for the ycar ended
December 31, 1999 and incorporated herein by reference.

Filed as an Exhibitto the Company’s annual report on Form 10-K for the ycar ended
December 31, 2001 and incorporated herein by reference.

Filed as an Exhibitto the Company’s annual report on Form 10-K for the ycar ended
December 31, 2003 and incorporated herein by reference.

Filed with the Company's definitive Proxy Statement dated March 11, 2004 and incorporated
herein by reference.

Filed as an Exhibit to the Company’s quarterly report on Form 10-Q for the period cnded
September,30, 2004 and incorporated herein by reference.

Filed as an Exhibit to the Company’s current report on Form 8-K for February 1, 2005 and
incorporated herein by reference.

Filed as an Exhibitto the Company’s definitive Proxy Statement dated May 9, 2005 and
incorporated herein by rcference.

Filed as an Exhibitto the Company's current report on Form 8K for May4, 2005 and
incorporated herein by reference.

Filed as an Exhibitto the Company’s current report on Form 8-K for May 26, 2006 and
incorporated herein by reference.

Filed as an Exhibit to the Company’s current report on Form 8-K for August 15, 2006 and
incorporated herein by refcrence.
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report 1o be signed on its behaif by the undersigned, thereunto duly
authorized.

Carlisle Companies Incorporated
By: /s/ CAROL P. Lowe

Carol P. Lowe,
Vice President and Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
below by the following persons on behalf of the registrant and in the capacitics and on the date indicated.

/s/ RICHMOND D. MCKINNISH /s/ DONALD G. CALDER
Richmond D. McKinnish, President, Donald G. Calder, Director
Chief Executive Officer and a

Dircctor

(Principal Executive Officer) {8/ ROBIN §. CALLAHAN

Robin S. Callahan, Director
/s/ CAROL P. LOWE
Carol P. Lowe, Vice President and
Chief Financial Officer

{Principal Financial Officer and /s{ PAUL J. CHOQUETTE, JR,
Principal Accounting Officer) Paul J. Choquette, Jr., Director
fs/ STEPHEN P. MUNN

Stephen P. Munn, Chairman of /s/ PETER L.A. JAMIESON

the Board of Dircctors Peter L.A. Jamicson, Director

/s/ PETER F. KROGH
Peter F. Krogh, Director

/s/ ANTHONY W. RUGGIERO
Anthony W. Ruggiero, Director

/s/ LAWRENCE A. SALA
Lawrence A. Sala, Dircctor

s/ ERIBERTO R. SCOCIMARA
Eriberto R. Scocimara, Director

March 1, 2007 s/ MAGALEN C. WEBERT
Magalen C. Webert, Director




SCHEDULE 11
VALUATION AND QUALIFYING ACCOUNTS
ALLOWANCE FOR DOUBTFUL ACCOUNTS

(Dollars in theusands)
Column A Column B Column C Column D Column E
Balance at Charged to Costs Charged to Other Balance at End of
Fiscal Year Beginning of Year and Expenses Accounts Deductions(l)} Year
2004% ..o 6,122 863 10 (1,219) 5,776
2005% ..o 5,776 6,685 786 (1,873) 11,374
006 .....00000ennnn 11,374 1,632 1,542 (4,500) 10,048

« 2004 and 2005 amounts have been revised from prior disclosures to exclude discontinued operations

(1) Accounts written off, net of recoveries




Report of Independent Registered Public Accounting Firm

The Board of Directors

Carlisle Companies Incorporated:
Under date of March 8, 2005, except Note 1 “Reclassifications”, which is as of February 28, 2007, we

reported on the consolidated statements of earnings and comprehensive income, shareholders’ equity, and
cash flows of Carlisle Companies Incorporated and subsidiaries for the year ended December 31, 2004, In
connection with our audit of the aforementioned consolidated financial statements, we also audited the
related consolidated financial statement schedule as listed in Item 15 Schedule II in this Form 10-K. This
financial statement schedule is the responsibility of the Company’s management. Our responsibility is to
express an opinion on this financial statement schedule based on our audit.

In our opinion, such financial statement schedule, when considered in relation to the basic
consolidated financial statements taken as a whole, presents fairly, in all material respects, the information

set forth therein.

KPMG LLP

Charlotte, North Carolina
March 8, 2005, except for Note | “Reclassifications”, which is as of February 28, 2007
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Exhibit 10.17

Summary of Compensation Arrangements for Executive Officers

The following table discloses compensation received during the fiscal year ended December 31, 2006
by Mr. McKinnish, the Company’s Chief Executive Officer, Mrs. Lowe, the Company’s Chief Financial
Officer, and by each of the three remaining most highly paid executive officers who served as exccutive

officers during 2006:

Change in
Pension value and
Nonqualified
Stock Option Deferred All Other
Salary Bonus Awards Awards Compensation  Compensation Total
Name and Principal Position(s} (%) ($) {$)(1) ($)(1) Earnings(2) ($)(8) ($}
$ 30,800(3) $5.279,081

Richmond D. McKinnish. ... $900,600 31,800,000 $424339 $1,090,268 $1,033,674

President and Chief

Executive Officer
CarolP.lowe............. $300,000 $ 325,000 § 73,563 $ 163,561 $ 10,660 $ 13,640(4) $ 886,424
Vice President and Chief

Financial Officer

Michael D. Popielec........ $465,000 $ 350,000 $234345 § 639,742 $ 3525 $221,314(5) $1,933,926

Group President,

Diversified Components
John W. Altmeyer ......... $475,000 $ 725,000 $150.366 § 306,833 £ 530m $ 18,060(6) $£1,728.260
Group President,

Construction Materials
Barry Littrell.............. $425000 % 350,000 $159,696 % 185,106 $ 21,751 $ 18,580(7) $1,160,133

Group President, Industrial
Components

(1) The value of the stock and option awards shown in the table is equal to the expense reported for
financial reporting purposes in 2006 (before reflected forfeitures). Note 11 to the Company’s
consolidated financial statements included in the 2006 Annual Report on Form 10-K contains more
information about the Company’s accounting for stock-based compensation arrangements.

(2) Represents the aggregate change in the actuarial present value of the named exccutive officer’s
accumulated benefit under the Retirement Plan for Employees of Carlisle Corporation and the
Carlisle Corporation Supplemental Pension Flan.

(3) Includes $10,000 for Company matching contributions to the Company’s Employee Incentive Savings
Plan and $20,800 of dividends on restricted Shares.

(4) Includes $10,000 for Company matching contributions to the Company’s Employee Incentive Savings
Plan and $3,640 of dividends on restricted Shares.

(5) Includes $10,000 for Company matching contributions to the Company’s Employee Incentive Savings
Plan, $50,000 for reimbursement of country club dues, $8,300 of dividends on restricted Shares, and
non-recurring payments and reimbursements totaling $153,014 attributable to relocation.

{6) Includes $10,000 for Company matching contributions to the Company’s Employee Incentive Savings
Plan and $8,060 of dividends on restricted Shares.

(7) Includes $10,000 for Company matching contributions to the Company’s Employee Incentive Savings
Plan and $8,580 of dividends on restricted Shares.

(8) Represents Company matching contributions to the Company’s Employee Incentive Savings Plan. The
Company’s matching contributions are equal to 66-2/3% of the first 65 of compensation contributed
by the named executives. Beginning in 2007, the Company's matching contribution will be 100% of the

first 3% of compensation, and 50% of the next 2% of compensation.



In addition, at its February 6, 2007 meeting, the Compensation Committee approved the following
annual salaries for 2007 for the named executive officers: (1 Richmond D. McKinnish - $950,000,
(i) Carol P. Lowe - $350.000, {iii) Michacl D. Popiclec - $495,000, (iv) John W. Alimeyer - $550,000, and
(v) Barry Littrell - $455,000, The Compensation Commitice also awarded the named executive officers
options to acquirc shares of the Company's common stock (the “Shares™) and restricted Shares as follows:
(i) Richmond D. McKinnish—100,000 options, {ii) Carol P. Lowe—12,000 options and 1,000 restricted
Shares, (iii) Michael D. Popielec—16,000 options and 1,000 restricted Sharces, (iv) John W. Altmcyer—
22,000 options and 1,000 restricted Shares, and (v) Barry Littrell—15,000 options and 1,000 restricted
Shares. The options were awarded at an option price of $83.74, which was equal to the closing market price
of the Shares on the date of grant. All options expire ten (10) years following the date of grant. Each
restricted Share was valued at $83.74, which was cqual to the closing market price of the Share on the date
of grant. The restricted Shares vest on December 31, 2009 During the period the Shares remain restricted,
Mrs. Lowe and Messts. Popiclec, Altmeyer and Littrell will receive any dividend declared on such Shares.

The named exccutive officers are entitled to an annual annuity benefit payable starting at normal
reticement age (age 65 with five years of service) under the pension plans of the Company. The pension
plans of the Company provide defined benefits including a cash balance formula whercby participants
accumulatc a cash balance benefit based upon a pereentage of compensation allocation made annually to
the participants’ cash balance accounts. The allocation percentage ranges from 2% to 7% and is
determined on the basis of cach participant’s years of service. The cash balance account is further credited
with intercst annually. The intercst credit is based on the Onc Year Treasury Constant Maturities as
published in the Federal Reserve Statistical Releasc over the one year period cnding on the
December 31st immediately preceding the applicable plan year (with a minimum of 4.009). The interest
rate for the plan year ending December 31, 2006 was 5.35%. Compensation covered by the pension plan of
the Company and its subsidiaries includes total cash remuncration in the form of salaries and bonuscs,
including amounts deferred ander Sections 401(k) and 125 of the Internal Revenue Code of 1986, as
amended (ihe “Code™).

Section 401(a)(17) of the Codc currently places a limit of $220,000 on the amount of annual
compensation covered under a qualificd pension plan such as the onc maintained by the Company (the
“Retirement Plan™). Under an unfunded supplemental pension plan maintaincd by the Company, the
Company will make payments as permitted by the Code to plan participants in an amount cqual to the
differcnce, if any, between the benefits that would have been payable under the Retirement Plan without
regard to the limitations imposed by the Code and the actual benefits payable under the Retirement Plan
as so limited.

Each named cxecutive officer participates in the Company’s exccutive severance program providing
for benefits in the event of a “change of control” (defined generally as an acquisition of twenty pereent
(209) or more of the outstanding voting shares of the Company or a change in the majority of the
Company's Board of Directors). In the event of a termination of the named executive officer’s employment
within three (3) years of a “change in control,” the officer is entitled to three (3) years’ compensation,
including bonus, retirement benefits cqual 1o the benefits the officer would have received had the officer
completed three additional years of employment, continuation of all life, accident, health, savings and
other fringe benefits for threc years, and relocation assistance. A copy of the Company’s form Exccutive
Scverance Agreement is on file as an Exhibit to the Company’s Annual Report on Form 10-K for the year-

ended December 31, 1990 and is incorporated herein by reference.




Exhibit 10.18

Summary of Compensation Arrangements for Nonemployee Directors

The Company’s nonemployee directors are as follows: Donald G. Calder, Robin S. Callahan, Paul J.
Choquette, Jr., Peter L.A. Jamieson, Peter F. Krogh, Anthony W. Ruggicro, Lawrence A. Sala, Eriberto R.
Scocimara and Magaien C. Webert.

For 2006, the annual fee paid to each nonemployee director was $35.000. In addition, a $5,000 annual
attendance fee is paid to each nonemployee director who attends at least 75% of the aggregate of (i) the
total number of Board of Directors meetings which he or she is eligible to attend, and (ii) all meetings of
committees of the Board on which the director serves. For 2006, each nonemployee director attended at
least 75% of such meetings and received a $5,000 annual attendance fee.

The Board has standing Executive, Audit, Compensation, Pension and Benefits and Corporate
Governance and Nominating Committees.

The following table summarizes the compensation paid to Mr. Munn, Chairman of the Board of
Directors and each nonemployee director for his or her service to the Board and its committees during

2006:

Director Compensation Table

Fees

Earned or

Paid in Option Awards All Other
Name Cash ($)(1) (3233 Compensation ($)(4) Total (8)
DonaldG.Calder............cc.c... .. $ 75,000 $ 30,683 $ 105,683
Robin S. Callahan.................... $ 75,000 $ 30,683 $ 105,683
Paul J. Choquette, Jr.................. $ 70,000 $ 30,683 : $ 100,683
Peter L.A. Jamieson.................. $ 65,000 $ 30,683 $ 95,683
Peter F.Krogh....................... $ 65,000 $ 30,683 $ 95683
Stephen P.Munn..................... $900,000(5) $153,416 $£39,834 $1,093,250
Anthony W, Ruggiero ................ $ 85,000 $ 30,683 § 115,683
Lawrence A.Sala .................... $ 65,000 $ 30,683 $ 95,683
Eriberto R. Scocimara . ............... $ 70,000 $ 30,683 $ 100,683
Magalen C. Webert................... $ 52,500 $ 30,683 $ 83,183

(1) The following directors received a portion of their annual fee in Shares: Mr. Choquette—206 Shares,
Mr. Krogh—103 Shares and Mr. Sala—103 Shares.

(2) The value of the option awards shown in the table is equal to the expense reported for financial
reporting purposes in 2006 (before reflecting forfeitures). Note 11 to the Company’s consolidated
financial statements included in the 2006 Annual Report on Form 10-K contains more information
about the Company’s accounting for stock-based compensation arrangements.

(3) The full grant date fair value of the option awards shown in the table for the listed directors is as
follows: Mr. Calder - $38,440, Mrs. Callahan - $38,440, Mr. Choquette - $38,440, Mr. Jamieson -
$38,440, Mr. Krogh - $38,440, Mr. Munn - $192,200, Mr. Ruggiero - $38,440, Mr. Sala - $38,440,

Mr. Scocimara - $38,440 and Mrs. Webert - $38,440. Note 11 to the Company’s consolidated financial
statements included in the 2006 Annual Report on Form 10-K contains more information about the
Company’s accounting for stock-based compensation arrangements.

(4) Includes (i) $10,000 for Company matching contributions to the Company’s Employee Incentive
Savings Plan, (ii) $18,013 for reimbursement of financial management fees, (iii) $6,360 for
reimbursement of country club dues, and (iv) $5,461 for personal use of Company aircraft. The $5,461
represents the incremental cost to the Company for personal travel based on the cost of fuel, trip-
related maintenance, crew travel expenses, on-board catering, landing fees and similar variable costs.



Since the Company-owned aircraft is used almost exclusively for business travel, fixed costs that do
not change based on usage, such as pilots’ salaries, the purchase costs of the aircraft and the cost of
the maintenance not related to the personal use, are not included.

(5) Mr. Munn is also an executive officer of the Company. The $4900,000 represents salary of $525,000 and
a bonus of $375,000. Since 2003, Mr. Munn has been eligible for an annual pension benefit of
$400,000. Mr. Munn has clected to forego this benefit. The Compensation Committee has taken into
account Mr. Munn’s election to forego his pension benefit in determining his salary and bonus.

In addition, on February 7, 2007, Mr. Munn received an option to acquire 10,000 Sharcs of the
Company’s common stock and each noncmployee director received an option to acquire 2,000 Shares of
the Company’s common stock all grants at an option price of $83.74, which was cqual to the closing market
price of the shares on the date of grant. All options expire ten (10) years following the date of grant.

Under the Deferred Compensation Plan for Nonemployee Directors, each nonemployee director is
entitled to defer up to 100% of his or her annual retainer and meeting fees. Each participant can direct the
«deemed investment” of his or her account aimong the different investment funds offered by the Company
from time to time. Initiaily, the investment options include (i) a fixed rate fund and (ii) Share equivalent
units. All amounts held under the Deferred Compensation Plan are 100% vested amounts credited to a
participant’s account and generally will be paid or commence to be paid after the participant terminates
service as a director. At the participant’s clection, payments can be made in a lump sum or in quarterly
installments. Payments under the Deferred Compensation Plan are made in cash from the Company’s
general assets. For the period January 1, 2006 to December 31, 2006, the fixed rate fund accrued interest
at five and one-half percent (5.5%) per annum and the aggregate intercst accrued for all participants in the
Deferred Compensation Plan was $42,755.




Exhibit 12

RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth the Company’s ratio of earnings to fixed charges for the years ended

December 31 as indicated:
For Year Ended December 31
2006 2005 2004 2003 2002

987 903 884 783 518

Ratio of earnings to fixed charges

For purposes of computing the ratio of carnings to fixed charges, earnings are defined as earnings
before income taxes from continuing operations plus fixed charges. Fixed charges consist of interest
expense (including capitalized interest) and the portion of rental expense that is representative of the

interest factor,



Exhibit 21

Subsidiaries of Registrant

State of

Subsidiaries Incorporation

Carlisic Coatings & Waterproofing INCOTPOTALED .\ v vvvevens e Delawarc
Carlisle COTPOTALION. . . .. vverrrasrrssnremns st Delaware
Carlisie Engineered Products, INC. ..o oveecvereressiesrrersrssrme st Delaware
Carlisle Flight Services, InC. ... oovvenn oo Delawarc
Carlisle FoodService Products TNCOTPOTALED. 1 v vvvvvevnrs e Delawarc
Carlisle InSUrance COMPANY. . ..o versonnrenrssmssrem e mnn s Vermont
Carlisle Intangible COMPANY ... .ooveeeennsaeeenre st Dclaware
Carlisle International, INC. <. .. cvvevarurrrermareen e Delaware
Carlisle Management COMPANY .. . ..o -xvennenessnermssresrrs s s e m i Dclaware
Carlislc Power Transmission PrOAdUCES, TNC.. o v vvnieerean e Nevada
Carlisle Roofing Systems, INC. ... ooereirrersreerermesmmsrrr iy Delaware
Carkisle SPV, TG, v vreeennsinnneses s sens s st Dclaware
Carlisle SynTec INCOTPOTALEd . .. .oorie mrnenense e Delaware
Carlisle Tire & Wheel COMPANY ... o.vvverenesmmre s m i Dclaware
Johnson Truck Bodies, LLC ... ovrervsrenrmerrses e it Wisconsin
Kenro INCOTPOTALEA « ..o ovrennrenrmssnnsmss s eI Delawarc
Motion Control INUSEEIes, INC. ..o ouvveernenenrsrenresremem s e Dclaware
Tensolte COMPANY. .+« v enrenneamnennnesssns e st m Declaware
Trail King Industrics, O PP South Dakota
Trail King of S.D., INC.. .. overvnasrrnen e Delaware
Versico INCOMPOTALEM . .. vvee e nsscsenens et Delaware
Carhisle TPO, INC. + + o vveeveemrnermse s sems s ssesss e m T Delaware
T e P 1 o AL Maine
Carlisle Asia Pacific LIMIted. ...« oovrsraenesneommeememsmssrrr st n it Hong Kong
Carlisle Brake Products (Hangzhou) (oI B 1 P China
Carlisle Brake Products (UK) (T ey P United Kingdom
Carlisle Canada, a general PAFLOETSHID. . .o eevevnneere e Canada
Carlisle EUTOpe BY ... outoeieimeerse e Netherlands
Carlisle Europe Off-Highway BV ... .ooouenmanrnremmremer i Netherlands
Carlisle Europe On-Highway BV .....oovvovineerrmmmmresmmre i Netherlands
Carlisle Financial Services BV . ... oveinamanmreserer o i Netherlands
Carlisle FoodService Products Europe BV oot Netherlands
Carlisle Hardcast Europe BV ... ..o iineenaanneersemrmssmrm i n i Netherlands
Carlisle Holding LIMItEd. .« «.vvvnonnrnmeseseens s i United Kingdom
Carlisle HOIINES APS .« .+« vvrmeeersmsremmmne e nn Denmark
Carlisle Process Systems AfS ... .o o vveeenuiamanrneermaremrr i Denmark
Carlisle Productos Mexico $. De R.I. 15 R o VT Mexico
Carlisle Tirc & Rubber (Free Zonc) O O D Trinidad
CSL Manufacturing CV .« vvoeraeernnesaneerss e m oo Netherlands
Carlisle Hardeast FFAnce SA. .. .o.oouvarronrnsme e et France
TCOPAL AJS™ . e eeenee e Denmark
feopal HOMing, A/S* ..o ovnenvnrsrn e Denmark
Japan Power Brakes* ..o oenveresrnsn et Japan
PUHAOra, SA de C.V. o eue e eninnn et Mexico
Scherping Systems of DenMATK APS. .+ .o eevrrsei ez Denmark
Tianjin Jolly Tone Carlisle Mold Making & Injection Industrial Co.,ltd*........... China

+  The Company owns (i) a 25% interest in Icopal Holdings A/S, which owns a 100% interest in Icopul
AJS, (i) a 49% interest in Japan Power Brakes, and (iii) a 45% interest in Tianjin Jolly Tone Carlisle
Motd Making & Injection Industrial Co., Ltd.




Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference into the previously filed Registration Statements on
Form S-8 (Nos. 33-28052, 33-56737, 333-52411, 333-49742, 33-66932 and 333-99261) and on Form §-3
(Nos. 33-56735, 333-16785, 333-71028 and 333-88998) of Carlisle Companies Incorporated of our reports
dated March 1, 2007, with respect to the consolidated balance sheets of Carlisle Companies Incorporated
as of December 31, 2006 and 2005, and the related consolidated statements of earnings and comprehensive
income, shareholders’ equity, and cash flows for cach of the two years in the period ended December 31,
2006 and the related financial statement schedule, management’s assessment of the effectiveness of
internal control over financial reporting and the effectivencss of internal control over financial reporting as
of Deccmber 31, 2006, which reports arc included in this Annual Report (Form 10-K) of Carlisle

Companices Incorporated for the year ended December 31, 2006.

/s/ ERNST & YOUNG LLP

Charlotte, North Carolina
March 1, 2007




Exhibit 23.2
Consent of Independent Registered Public Accounting Firm

The Board of Directors
Carlisle Companies Incorporated:

We consent to the incorporation by reference into the previously filed Registration Statements on
Form S-8 (Nos. 33-28052, 33-56737, 133-52411, 333-49742, 33-66932, and 333-99261) and on Form 5-3
(Nos. 33-56735, 13316785, 333-71028, and 333-88998) of Carlisle Companies Incorporated of our report
dated March 8, 2005, except for Note 1 “Reclassifications”, which is as of February 28, 2007, with respect
to the consolidated statements of carnings and comprehensive income, sharcholders’ equity, and cash
flows of Carlisle Companies Incorporated for the year-ended December 31, 2004, and the refated financial
statement schedule, which report appears in the December 31, 2004 annual report on Form 10-K of
Carlisle Companies Incorporated.

KPMG LLP
Charlotte, North Carolina
March 1, 2007




Exhibit 31.1

Rule 13a-14(a)/15d-14(a) Certifications

1, Richmond D. McKinnish, certify that:

1.
2.

[ have reviewed this annual report on Form 10-K of Carlisle Companies Incorporated,;

Based on my knowledge, this report does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statcments made, in light of the circumstances
under which such statements were made, not misieading with respect to the period covered by

this report;

Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I arc responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and

15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure
controls and procedures to be designed under our supervision, to cnsure that material
information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is

being prepared;

{b) Designed such internal control over financial reporting, or caused such internal
control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposcs in accordance with generally accepted accounting

principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures
and presented in this report our conclusions about the cffectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such

evaluation;

(d) Disclosed in this report any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s
fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial

reporting; and
The registrant’s other certifying officer(s) and 1 have disclosed, based on our most recent

evaluation of internal control over financial reporting, to the registrant’s auditors and the audit
committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficicncies and material weaknesses in the design or operation of
internal control over financial reporting which are reasonably likely to adversely affect the
registrant’s ability to record, process, summarize and report financial information; and

{0) Any fraud, whether or not material, that involves management or other employees
who have a significant role in the registrant’s internal control over financial reporting.

Date: March 1, 2007

/8/ RICHMOND D. MCKINNISH
Name: Richmond D. McKinnish
Title: President and Chief Executive Officer




Exhibit 31.2
Rute 13a-14(a)/15d-14(a) Certifications

[, Carol P. Lowe, certify that:

1.
2

5.

i have reviewed this annual report on Form 10-K of Carlisle Companies Incorporated,

Based on my knowledge, this report does not contain any untruc statcment of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances
under which such statements were made, not misteading with respect to the period covered by
this report;

Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and 1 arc responsible for establishing and maintaining
disclosure controls and procedurces (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure
controls and procedures to be designed under our supervision, o ensurc that material
information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within thosc entitics, particularly during the period in which this report is
being prepared;

(b) Designed such internal control over financial reporting, ot caused such internal
control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of finuncial
statements for external purposes in accordance with generally accepted accounting
principles;

(c) Evaluated the cffectiveness of the registrant’s disclosure controls and procedures
and prescnted in this report our conclusions about the cffectivencss of the disclosure
controls and procedures, as of the end of the period covered by this report bascd on such
evaluation;

(d) Disclosed in this report any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s
fourth fiscal quarter in the casc of an annual report) that has materially affected, or s
reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

The registrant’s other certifying officer(s) and 1 have disclosed, based on our most recent
cvaluation of internal control over financial reporting, to the registrant’s auditors and the audit
committee of the registrant’s board of dircctors (or persons performing the equivalent functions):

(a) All significant deficiencies and matcrial weaknesses in the design or operation of
internal control over financial reporting which are reasonably likely to adversely affect the
registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employecs
who have a significant role in the registrant’s internal control over financial reporting.

Date: March !, 2007

/s/ CAROL P. LOWE
Name; Carol P. Lowe
Title: Vice President and Chief Financial Officer




Exhibit 32

Section 135¢ Certification

Pursuant to Scction 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350,
Chapter 63 of Title 18, United States Code), each of the undersigned officers of Carlisle Companies
Incorporated, a Delaware corporation (the “Company”), does hereby certify that:

The Annual Report on Form 10-K for the period ended December 31, 2006 (the “Form 10-K”) of the
Company fully complics with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934 and information contained in the Form 10-K fairly presents, in all material respects, the financial

condition and results of operations of the Company.
A signed original of this written statement required by Section 906, or other document authenticating,
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic
version of this written statement required by Section 906, has becn provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon

request.
Datcd: March 1, 2007 By: /s/ RICHMOND D. MCKINNISH
. Name: Richmond D. McKinnish
Title: President and Chief Executive Officer

Dated: March 1, 2007 By: /s/ CAROL P. LOWE
Name: Carol P. Lowe
Title: Vice President and Chief Financial Officer
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